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How  Lufthansa  gets 
closer  to  its  customers 
IT, Pages 


France  after  Emu 
More  competitive 
but  less  French 
Martin  Wolf,  Page  10 


Electricity  deregulation 
Italy  will  make  it, 
but  at  the  last  minute 
Page  2 


WORLD  NEWS 


BNP  to  safeguard 
the  jobs  of  30,000 
Cridit  Lyonnais  staff 

Banque  National®  do  Paris  plans 

to  guarantee  the  jobs  of  CrMit 

Lyonnais’  30,000  employees  in 
exchange  for  a leading  role  in  the 
privatisation  of  the  French  state- 
owned  bank.  Page  12;  Martin 
W6H,  Page  10;  CCF  shares 
surge,  Page  14 

HI  accused  over  legal  ski  plan 

Supporters  of  a plan  to  set  up  an 
Independent  toga)  aid  centre  for 
poor  countries  involved  in  trade 
disputes  have  accused  the.  Euro- 
pean Commission  of  trying  to 
sabotage  it  Pege  12 

US  lawyers  attack  Hotocqrst  fund 
The  chances  of  German  compa- 
nies avoiding  class  action  suits  in 
the  US  over  Holocaust-era 
assets  appeared  to  diminish 
sharply  when  US  lawyers 
attacked  a compensation  fund 
set  up  by  the  German  govern- 
ment Europe,  Page  3 

Envoy  Idas  to  moot  Milosevic 
US  envoy  Chris  Hill  broke  off 
from  Kosovo  peace  talks  In  ’ 
France  to  fly  to  Belgrade  to  meet 
Yugoslav  president  Slobodan 
Milosevic  in  an  attempt  to  reach 
on  agreement  on  the  Serbian 
province,  Europe  Page  2 

Bomb  attack  on  lUMdstan  capital 
Several  bomb  blasts  ripped 
through  Uzbekistan's  capital  of 
Tashkent  In  what  Uzbek  officials 
say  was  an  attempt  on  the  Ufa  of 
Islam  Karimov,  president 

Blow  fbr  N-tftst  traatv  tees* 

miwr  i an  ■ ■ v—w*  se  wiu  niMrev 

Hopes  that  Pakistan  wffl  move 
quickly  to  sign  the  Comprehen- 
sive Teat  Ban  Treaty  On  nuclear 
weapons  have  been  dealt  a blow 
by  a demand  that  Washington 
first  remove  curbs  on  conven- 
tional mltitary  equ^xnerrt  supply. 
Aala-Paclflc,  Irege  4 

Coal  miam  head  for  Bucharest 
An  estimated  4JXXJ  Romanian 
coal  miners  set  off  for  Bucharest 
after  Miron  Coama.  their  leader, 
was  sentenced  to  IB  yews  Im- 
prison fbr  undermining  the 
state's  authority*  Europe,  Page  B 

Party  |N8b  nut  et-MMi  Matffen 

India's  coattton  government  saw 
its  small  parttamefittiy majority  - 
whittled  further  si  a fbuMnember 
regional  party  withdraw  Its  sup- 
port. AMa-PaoMb,  Pag»  4 

OMipt  mm  o*  wpmMmmnm 

The  European  Central  Bank  said 
European  Wartat  nrtei  aiready 
reflected  the  rsbint  eoonomio 
slowdown  in  the  euro-zone, 
damping  market  speculation  of 
an  ImmedWa  Wwaat  rate  cut 
Europe,  Page  8 ^ .. 

jqiimi  n movw  pmw 

Jordan  Is  about  to  flhaNsa  an 
agreement  with  the  International 
Monettay  Fund  on  a structural 
referti  programme. 

M nanaa  pnMiantl 

Germany’s  governing  Social 
Democratic  party  (^O)  nomi- 
nated Johannes  Rau,  former  pre- 
mier of  the  state  of  North  Rhine- 
WestphaBe.  as  Ka  candidate  for 
thepraaktontM  atetfon  fn  May. 

Europe,  Page  2 

Rhtopti  and  Brftraa  Bads  Hr* 

Ethiopia  and  Eritrea  traded  srtfl- 
leryfke  along  their  contested 
frontier  and  Bhksptan  aircraft 
dropped  bomba  on  a water  res- 
ervolr  dose  to  Eritrea's  Red  See 
portal  Aesab. 


BUSINESS  NEWS 


Sponsored  telephony 
leader  considers 
stock  market  listing 

GratisTel  International.  Swedish 
company  behind  Bjrope’s  first . 
advertising-sponsored  mobile  - 
telephone  service,  is  planning  to 
seek  a stock  market  listing  fol- 
lowing expansion  In  the  UK, 
France  and  Denmark.  Com- 
panies and  markets.  Page  13 

Wal-Mart  Stores,  the  world’s  - 
largest  retailer,  extended  its  mar- 
ket-beating share  price  rally  after 
stronger  than  expected  fourth 
quarter  results.  Companies  and 
markets.  Page  13;  Lax,  Page  12 

Honda  Motor  Is  to  become  the 
first  Japanese  carmaker  to  estab- 
lish a Chinese  dealership  network 
for  locally  assembled  cars.  Asia- 
Pacific  companies,  Page  16 

Credit  Commercial  de  France  saw 
shares  rise  sharply  on  specular 
tkxi  that  the  bank  might  become 
toe  first  French  target  of  a hos- 
tile, possibly  cross-border,  take- 
over. European  companies. 
Page  14 

Volvo,  Swedish  automotive  group, 
is  to  cut  another  650  jobs  at  its 
truck  unit  in  Sweden  due  to  more 
efficient  production  and  an 
expected  drop  In  European 
demand.  European  companies. 
Page  14 

US  online  brokerages  continue  to 
expand  despite  cautionary  noises 
from  regulators  and  growing  con- 
sumer frustration.  Companies 
and  markets,  Page  13 

MasterCard  International,  global 
payment  card  association,  has 
decided  on  a sweeping  manage- 
ment reorganisation  to  make  it 
more  competitive.  US  com- 
panies, Page  17 

Fhpttu,  Japanese  software  and 
taformirtton  technology  services 
group.  Is  considering  an  IPO  of 
two  of  its  US  businesses,  DMR 
Consulting  and  Amdahl.  Coenpa- 
niee  and  raarttets,  Page  1$ 

Compaq  Competwr  chief 
executive,  Edgdd  Pfeiffer,  safe 
usual  valuation  models  should 
not  be  applied  to  internet  start 
ups.  Us  companies,  Peg*  17 

XL  Banbutte-beeed 
Insurer,  has  agreed  to  buy  NAC 
Re,  U8  reinsurer.  In  a stock  d eel 
vetoed  at  more  toan  Slbn.  US 
companies,  Page.  17 

A VfcMfflsii  In  the  deflvary  of  new 
ehlpe  wffi  help  the  hwd-preesed 
container  shipping  sector  over 
the  next  two  years,  says  a sur- 
vey World  trade.  Page  4 

Londdn  International  Financial 
Futures  and  Options  Exchange  Is 
expected  today  to  give  the  mar- 
ketihe  chance  to  bury  its  con- 
tract based  on  Lfoor  and  convert 
roraaWng  positions  Into  Euribor. 
European  borepenles,  Page  14 

Astra,  Swedish  pharmaceutical 
group,  ployed  down  regulatory 
delays  in  Its  planned  $35bn 
merger  with  Zeneca  of  the  UK 

European  companies,  Peg*  14 
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Brussels  raids  EU  banks 

Inspectors  act  decisively  on  suspected  collusion  over  euro  transaction  charges 


By  Esvna  Tucker  in  Brussels 
and  Gauge  Graham  En  Ldndon 


European  Commission  inspectors 
yesterday  raided  eight  leading 
European  banks  suspected  of  col- 
luding to  fo  charges  relating  to 
transactions  in  the  euro,  the  new 
single  European  currency. 

The  surprise  swoops  were  the 
culmination  at  an'  investigation 
by  toe  Commission,  the  lS-oaHon. 
EU  executive,  into  allegations 
that  banks  were  swindling  con- 
sumers by  not  passing  cm  the 
savings  generated  by  the  elimina- 
tion of  exchange  rate  risks.  - 

“Since  January  there  have 
been  Indications  to**  imnic*  have 
been ' discussing  the  to 

apply  to  euro  transactions,*’  said 
Karel  Van  Miert,  the  competition 


commissioner  yesterday.  “We 
bell  eve  there  may  be  an  under- 
standing between  the  banks  not 
to  compete.  We  win  see  what  our 
ffrhtng  today  reveals." 

The  searches  took  place  at 
Deutsche  Bank  and  Dresdner 
Bank  in  Germany,  Socfett  Gener- 
ate and  Credit  Agricole  in 
France,  Banca  Commerdale  Ital- 
ians and  Cariplo  in  Italy  and 
Banco  Bilbao  and  Argentaria  in 
Spain.  Mr  Van  Miert  said  other 
banks  in  other  member  states 
were  also  suspected  but  the  Com- 
mission did  not  have  the 
resources  fbr  more  raids. 

Since  the  euro  was  launched  on 
January  1 anxiety  has  been  grow- 
ing in  Brussels  about  the  slack 
take-up  by  consumers  and  busi- 
nesses. The  Commission  is  partic- 


ularly worried  that  by  keeping 
charges  for  exchanging  euro  cur- 
rencies high,  the  banks  have 
robbed  it  of  the  single  currency’s 
most  touted  selling  point  - that 
it  would  reduce  costs  for  travel- 
lers and  enterprises  doing  cross- 
border  business. 

SocLfttfe  G&n&rale  said  yester- 
day: “We  consider  that  it  is  an 
honour  to  the  extent  that  the 
inquiry  cavers  the  most  impor- 
tant European  banks.  Let  them 
look  and  we  will  see  what  the 
outcome  is." 

It  added  that  there  was  a cam- 
paign by  Brussels  to  blame  hawim 
far  the  slow  adoption  of  the  euro 
and  pointed  out  that  of  its  5m 
customers,  only  50,000  had  asked 
for  euro  cheque  books. 

Argentaria  said  it  bad  complied 


with  all  EU,  Spanish  government 
and  Spanish  central  hank  norms 
in  applying  Its  euro  charges. 

Mr  Van  Miert  announced  the 
raids  during  & hearing  on  hank 
charges  at  the  European  parlia- 
ment. Christa  Randzio-PJath. 
chair  of  the  parliament's  mone- 
tary affairs  sub  committee,  said 
40  recent  German  visitors  to 
Strasbourg  found  they  had  to  pay 
15  different  charges  when  chang- 
ing German  D-Marks  to  French 
francs. 

But  Nikolaus  BOmcke, 
secretary-general  of  the  Euro- 
pean Banking  Federation,  said 
exchange  rate  risk  was  only  one 
part  of  the  costs  associated  with 
changing  currencies. 

Edftortai  Comment,  Page  11 


Kurds  occupy 
embassies  in 
arrest  protest 


9/  Our  MHraUoaal  Staff 


Kurdish  activists  staged  violent 
protests  in  more  than  20  Euro- 
pean cities  yesterday  after  the 
capture  fry  Turkey  of  Abdullah 
Ocalan.  leader  of  a militant 
independence  movement  in  the 
country. 

His  arrest  followed  a four- 
mouth  search  for  political  asy- 
lum in  Europe,  Africa  and  the 
Middle  East  after  he  was  expelled 
from  the  Syrian  base  of  his  guer- 
rilla group,  toe  PKK 

He  was  held  In  Turkey  ad  Bam 
yesterday  after  an  undercover 
operation  in  Nairobi,  the  Kenyan 
iflgjfeai;  Vtere  he  bad  hidden  to 
^ Otvfek’Kmtoasaador's  resi- 
wUMtortoe  past  todays. 

After  reports'  of  foe  arrest, 
JbBowears  seized  embassieg  and 
consulates  belonging  to  Greece 
and  Kenya,  whose  governments 
were  Mamed  tor  Ms  deportation 
and  subsequent  capture. 

Three  demonstrators  set  them- 
selves on  fire  and  others  threat- 
ened suicide  before  being  forcibly 
evicted  by  poBce.  Several  police 
and  demmstrators  were  injured 
In  clashes  in  at  least 
10  dtfes  to  Germany. 

Three  hostages  were  released, 
last  night  after  police  stormed 


the  Greek  consulate  to  Leipzig, 
which  had  been  occupied  by  50 
protesters. 

In  London,  a Kurdish  woman 
set  herself  alight  as  about  100 
demonstrators  occupied  the 
Greek  embassy  threatening  to 
burn  themselves  to  death.  The 
occupation  was  continuing  last 

night 

BtUent  Ecevit,  Turkish  prime 
minister,  announced  Ocalan ’s 
capture  at  an  emotional  press 
conference,  saying;  “We  vowed 
we  would  get  him  wherever  he 
was.  to  tim  world.  We  have  car- 
ried out  our  promise-" 

. He  said  Mr  Ocalan  would  now 
be  put  on  trial  which  means  he 
^udtgfls  -rrf'terroriffin, . 
treason  and  separatism  before  a ' 
State  security  court,  where  civil- 
ian rules  do  not  apply. 

The  drcumstances  of  his  depor- 
tation from  Kenya  were  unclear 
last  night,  with  the  Kenyan  and 
Greek  governments  contradicting 
each  other’s  versions  of  toe 
Story. 

Germany  and  Italy  urged  Tur- 
key not  to  execute  the  Kuidlsh 
leader,  although  he  faces  a possi- 
ble death  penalty. 


m ptace  Id  ran,  Page  2 
Etttorfsl  Comment,  Fags  11 


KurVteh  demonatratora  warn  flaps  Iroro  the  balcony  of  the  Qraefc  amhaee 
•dor's  widnoe  In  Tim  Hagm,  they  wars  protesting  attlrascS’s  rate  In  the 
arrest  by  TUrfcsy  of  rsbd  loader  AbduSati  Ocslsn.  Picture:  AP 


Japan  tries 
U-turn  to 
reduce 
long-term 
bond  rates 

By  Gfl&an  Tett  and  Naafeo  Nakmas 
In  Tokyo  and  Gerard  Baksr 
ta  Washington 

The  Japanese  government 
yesterday  launched  a new  strat- 
egy for  reviving  its  economy  with 
an  effort  to  drive  down  longterm 
Interest  rates  in  the  bond  market 
and  a signal  that  it  would  accept 
a lower  yen  as  a result. 

In  a sudden  reversal  of  a policy 
decision  made  just  two  months 
ago,  the  ministry  of  finance 
announced  that  Its  Trust  Fund 
Bureau,  which  manages  toe 
country's  vast  pool  of  postal 
savings,  was  resuming  purchases 
of  government  bonds. 

The  U-turn  - which  comes 
ahead  of  this  weekend's  meeting 
in  Bonn  of  finance  ministers  and 
central  bank  governors  of  the 
Group  of  Seven  industrialised 
nations  - immediately  sparked  a 
surge  to  bond  prices  and  a sharp 
drop  to  long-term  interest  rates. 

Eisuke  Sakaklbara.  vice-minis- 
ter of  finance,  signalled  the  gov- 
ernment would  not  resist  the 
decline  in  toe  yen's  value  lower 
interest  rates  are  expected  to  pro- 
duce. It  is  natural  for  the  yen  to 
depreciate  on  monetary  easing. 
We  welcome  this,”  he  said. 

Last  Friday,  the  Bank  of  Japan 
pared  its  overnight  market  rate 
from  0.25  per  cent  to  0.15  per 
cent,  and  yesterday  Mr  Sakakl- 
bara said  a fall  to  the  value  of  the 
Japanese  currency  was  an  inevi- 
table consequence. 

The  US  baa  been  urging  Japan 
to  take  more  aggressive  measures 
to  stimulate  its  economy  and 
some  totematianal  monetary  offi- 
cials believe  Robert  Rubin,  the 
Treasury  secretary,  may  signal 
toe  US  will  go  along  with  some 
weakening  of  the  yen  as  a result. 

The  US  administration  has  to 
tread  carefully,  however,-  to  toe 
face  of  mounting  domestic  con- 
can  at  the  damage  to  US  export- 
ers from  a strengthening  dollar. 

The  yield  on  the  benchmark  10- 
year  JGB  closed  at  L99  per  cent, 
down  from  2.14  pa  cent  the  pre- 
vious day. 

Only  two  months  ago,  toe  min- 
istry of  finance  startled  the  mar- 
kets by  announcing  that  toe 
Trust  Fund  Bureau  would  stop 
buying  bonds  because  it  faced  a 
potential  funding  squeeze. 

Lurch  to  a new  ettofe,  Page  4 
Capital  markets,  Page  20 


Electrolux  aims  to 
streamline  products 


By  Tin  Bwtfe  Sfecfcbefci 


Electrolux,  the  world's  largest 
household  appliances  group,  is 
developing  a safes  of  common 
global  "platforms*  for  its 
products,  including  refrig- 
erators, vacuum  cleaners  and 
freezers. 

The  move  follows  toe  shift  by 
manufacturers  to  the  automotive 
and  mobile  telephone  tottartrles 
to  stogie  platforms,  which  enable 
several  products  to  be  built  <m  a 
common  basic  framework. 

The  Swedish  group  said  the 
plan  formed  the  latest  step  to  a 
two-year  shake  up  that  has 
tavohaed  same  J2J000  job  losses 
and  tire  closure  of  25  plants. 

The  first  product  to  emerge 
from  the  new  ptat&ums  will  be  a 
eurooven.  Then  the  group  plans 
to  toc&s  on  cold  storage. 

“In  tiie  refrigerator  and  freezer 
product  area  the  number  of  bade 
models  will  be  reduced  by  about 
par  Cent,"  said  Michael 
Trasthow,  chief  executive. 

The  Bflrtwlnr  plan  follows  an 
wMUTiaiMSil  attempt  last  year  by 
US  rival  Whirlpool  to  produce  a 
gte  “world  washer",  which 
industry  analysis  said  felled  to 
take  account  of  differing  national 
testa  In  Europe. 

Electrolux,  anxious  not  to 

repeat  toe  iujmwp,  nas  promisee 


to  take  account  of  local  market 
preferences.  “We  can  cut  costs  by 
producing  one  basic  oven  for 
Europe,  while  adding  particular 
gadgets  in  certain  markets,"  said 
one  senior  executive  yesterday. 

That  means  in  Italy  the  euro- 
oven  will  have  a special  pizza  set- 
ting, while  French  buyers  will 
have  special  ftwh  and  riiril  flab 
sections  to  their  refrigerators. 

In  addition  to  common  plat- 
forms, the  group  said  it  was  con- 
sidering a fundamental  overhaul 
of  its  global  branding.  At  present, 
Electrolux  markets  appliances 
under  «nme  40  brands  in  rinding 
Zanussl  and  AEG  to  Europe,  and 
Frigidaire,  White  Westtoghouse 
and  Kelvinator  to  the  US. 

Mr  Treschow  said  the  group 
would  focus  on  a smaller  number 
of  large  and  well-defined  braid 
names,  and  outlined  plans  to 
tael  tale  a common  logo  or  the 
Electrolux  narma  on  all  products. 
Other  brands  in  the  portfolio 
include  Flymo  lawmnowexs  and 
Husqvama  chain  saws. 

The  company,  however, 

Amphanlwgd  that  it  had  HO  pihmw 
for  fttrther  disposals  following  its 

withdrawal  in  recent  years  from 
areas  such  as  sewing  machines, 
kitchen  cabinets  and  aluminium 
products. 
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REBEL  LEADER’S  CAPTURE  ANKARA  REASSURES  IRAQI  KURDSOFJTS  ROLE  IN  HELPING  PROTECT  THEM  FROM  SADDAM  HUSSEIN 


In  the  end,  Ocalan  had  no  place  to  run 


a process  of  squeezing  Mr  signs  he.  was  feeling  the 

pressure.  A number  of  state- 
ments recently  issued  in  his 
name  have  referred  to  his 


By  Harvey  Morris 

Even  as  Turkey  was 
springing  the  trap  on  Abdul- 
lah Ocalan,  the  Kurdish 
rebel  leader,  this  week,  it 
was  also  reassuring  the 
Kurds  of  neighbouring  Iraq 
of  its  continuing  role  In  help- 
ing to  protect  them  from  the 
regime  of  Saddam  Hussein. 

It  was  a recognition  that 
in  a region  that  lives  by  the 
maxim  “my  enemy's  enemy 
is  my  friencT,  Turkey  and 
the  Kurds  of  northern  Iraq 
are  prepared  to  help  each 
other  when  it  comes  to  Air 
Ocalan. 

The  reassurance  came  on 
Monday  in  the  form  of  Ank- 
ara's rejection  of  an  Iraqi 
appeal  to  prevent  the  US  and 
Britain  using  the  US  airbase 
at  Incirlik  in  Turkey  for 
attacks  on  targets  in  Iraq's 
northern  no-fly  zone. 

A halt  to  such  flights  out 
of  Incirlik  would  seriously 
disrupt  the  ability  of  the 
western  allies  to  dominate 
the  skies  over  Iraqi  Kurdi- 
stan and  might  even  tempt 
Saddam  Hussein,  the  Iraqi 


president,  to  risk  reasserting 
his  control  over  the  de  facto 
autonomous  north. 

The  rebuff  to  Baghdad 
reflected  Ankara's  acknowl- 
edgement of  the  role  being 
played  by  the  Jxaqi  Kurds 
over  recent  months  in  deny- 
ing a safe  haven  to  the  Turk- 
ish Kurd  guerrillas  of  Mr 
Ocalan’s  Kurdish  Workers 
party  (PKK). 

This  co-operation  stems 
from  a peace  accord,  spon- 
sored by  the  US  and  signed 
in  Washington  last  Septem- 
ber, between  two  previously 
warring  Iraqi  Kurdish  par- 
ties - Masoud  Barzani’s  Kur- 
distan Democratic  party 
fKDP)  and  the  Patriotic 
Union  of  Kurdistan  (PUK), 
led  by  Jalal  Talebani. 

As  part  of  the  accord,  the 
two  parties  pledged  to  drive 
the  remnants  of  the  PKK 
from  areas  under  their  con- 
trol. According  to  Iraqi 
Kurds,  the  last  remaining 
PKK  bases  and  political 
offices  that  had  survived  in 
PUK-controlled  territory 
have  since  been  closed. 

A PKK  presence  that  may 


once  have  included  as  many 
as  4,000  armed  guerrillas  has 
been  reduced  to  at  most  a 
few  hundred,  constantly  on 
the  move  near  the  Iran-Iraq- 
Turfcey  border  zone. 
Although  they  had 

granted  safe  havens  to  the 

PKK  in  the  past  - and  con- 
tinue to  give  refuge  to  civil- 
ian Kurds  from  Turkey  - the 


Iraqi  Kurds  became  con- 
cerned that  Mr  Ocalan  was 
using  his  calls  for  pan-Kurd- 
ish independent  statehood  to 
win  converts  in  Iraqi  Kurdi- 
stan. 

The  policy  of  the  Iraqi 
Kurdish  parties  is  to  limit 
their  demands  to  autonomy 
for  Kurds  within  the  borders 
of  their  home  states  of  Tur- 
key, Iraq  and  Syria.  Latif 
Rashid,  London  spokesman 
of  the  Iraqi  PUK.  said  yes- 


terday that  Kurds  were 
ready  for  a political  solution 
‘‘within  the  borders  of  those 
countries”. 

The  Iraqi  Kurds  are  keenly 
aware  that  the  border  with 
Turkey  is  their  main  lifeline 
to  the  outside  world,  as  weU 
as  a source  of  revenue  from 
unofficial  customs  dues  on 
goods  that  flood  into  north- 


ern Iraq,  many  of  them  des- 
tined for  the  contraband 
market  in  Iran. 

It  is  also  the  conduit  for  a 
lucrative  trade  in  Iraqi  diesel 
fuel  illicitly  shipped  in  the 
opposite  direction  in  viola- 
tion of  UN  sanctions.  Reve- 
nues from  this  two-way  traf- 
fic have  been  unofficially 
valued  at  up  to  S2m  a day. 
Hence  the  need  to  maintain 
good  relations  with  Ankara. 

The  US  accord  was  part  of 


Ocalan’s  PKK  that  began 
with  his  expulsion  from 
Syria  last  October  after  Tur- 
key threatened  military 
action  if  Damascus  did  not 
end  Us  support  far  the  PKK. 

The  PKK  leader  found 
himself  with  no  place  to  ran 
at  a time  when  his  move- 
ment's 14-year  war  against 
the  Turkish  central  govern- 
ment was  already  faltering 
under  the  onslaught  of 
heavy  Turkish  offensives, 
often  accampan|ed  by  land 
incursions  and  air  attacks  on 
alleged  PKK  bases  in  Iraqi 
Kurdistan. 

Iraq!  Kurds  said  yesterday 
they  hoped  their  clampdown 
on  the  PKK  presence  in 
northern  Iraq,  followed  now 
by  the  capture  of  Mr  Ocalan. 
would  put  an  end  to  such 
“hot  pursuit”  raids  from 
Turkey. 

The  PKK  vowed  yesterday 
to  continue  its  armed  strug- 
gle, but  its  room  for  military 
manoeuvre  is  now  severely 
constrained. 

Since  his  expulsion  from 
Syria,  Mr  Ocalan  has  shown 


support  for  a negotiated  set- 
tlement of  the  Kurdish  ques- 
tion. 

Ironically  a trial  might 
now  grant  him  the  platform 
so  far  denied  him  by  Ankara 
from  which  to  expound  his 
views  on  solving  the  Kurd- 
ish question. 

Iraqi  Kurdish  officials 
were  reluctant  yesterday  to 
welcome  the  capture  of  a fid- 
low  Kurd,  even,  ah  enemy 
such  as  Mr  Ocalan.  But  they 
expressed  hope  that  his 
arrest  might  open  the  way 
for  a peaceful  settlement  of 
the  Kurdish  question  In  Tur- 
key, where  Kurds  constitute 
up  to  a fifth  of  the  60m  popu- 
lation. 

“ Ocalan 's  policies  have 
given  a very  negative  image 
to  the  Kurdish  issue,”  said 
Dilshad  Mi  ran.  London  rep- 
resentative of  the  KDP.  Tf 
thj«  influence  is  eliminated, 
it  may  open  a new  page  for  a 
more  civilised  discussion 
than  has  so  tar  existed.'* 


The  Iraqi  Kurds  are  keenly  aware  that 
the  border  with  Turkey  is  their  main 
lifeline  to  the  outside  world 


Mysterious  end  to  Kurdish 
leader’s  four-month  odyssey 

Kerin  Hope,  James  Blitz  and  Mark  Turner  chart  the 
desperate  search  for  asylum  by  Turkey’s  most  wanted  man 


The  extraordinary  four- 
month  odyssey  of  Abdul- 
lah Ocalan,  the  Kurdish 
leader  wanted  on  charges  of 
murder  and  terrorism  in  his 
homeland  of  Turkey,  and  in 
Germany,  came  to  an  end  at 
3am  yesterday  morning. 

Exactly  how  Turkey's 
most  wanted  man  was  deliv- 
ered into  Ankara's  hands 
remains,  however,  unclear. 

According  to  the  Greek 
government  Mr  Ocalan  left 
his  shelter  at  the  home  of 
the  Greek  ambassador  in 
Nairobi  on  Monday  after- 
noon, in  an  attempt  to  seek 
asylum  in  Europe.  He 
planned  to  fly  to  the  Nether- 
lands, but  his  car  disap- 
peared from  view  while 
being  escorted  to  the  airport. 
At  this  point  Mr  Ocalan  was, 
said  a Greek  government 
spokesman,  “the  responsibil- 
ity of  the  Kenyan  govern- 
ment." 

The  Kenyan  government 
was  yesterday  hotly  denying 
this  version  of  events,  accus- 
ing the  Greek  ambassador  of 
lying. 

Bonaya  Godana,  Kenya's 
foreign  minister,  said  the 
Greek  ambassador  was 
asked  to  get  Mr  Ocalan  out 
of  the  country  as  soon  as  his 


government  realised  the 
Kurdish  leader  was  being 
hidden  at  the  Greek 
embassy.  Kenya,  said  Mr 
Godana,  had  “no  rote  in  the 
affair",  while  the  Greeks 
"knew  exactly  where  Mr 
Ocalan  was  being  sent”. 

Whatever  the  truth.  Mr 
Ocalan's  arrival  in  Turkey 
ended  a fruitless  search  for 
asylum  which  took  him 
across  the  length  and 
breadth  of  Europe. 

Over  the  previous  four 
months,  the  leader  of  the 
Marxist  Kurdish  Workers' 
party  (PKK)  had  been 
expelled  from  Syria,  failed  to 
gain  refuge  in  Russia,  and 
found  a temporary  home  In 
Italy,  where  his  presence 
caused  a dramatic  deteriora- 
tion in  diplomatic  relations 
with  Turkey.  He  was  then 
deported,  and  wandered  for  a 
fortnight 

The  odyssey  began  when 
Ocalan  was  expelled  from 
Syria,  the  base  of  his  guer- 
rilla warfare  against  Turkey, 
on  October  19. 

The  next  day  It  was  con- 
firmed he  had  arrived  in 
Moscow.  On  November  5,  the 
Russian  government 
announced  that  it  had 
rejected  his  asylum  request 


despite  an  appeal  from  Rus- 
sia's parliament. 

Western  Europe  became 
involved  in  the  saga  when 
be  appeared  at  Rome’s  Fium- 
idno  airport  carrying  a false 
passport  and  was  promptly 
arrested. 

Massimo  D'Alema's  Italian 
government  was  only  days 
old  at  the  moment  of  his 
arrival  and  quickly  became 
divided  over  what  action  to 
take.  At  the  end  of  Novem- 
ber*. Mr  D'Alema  flew  to 
Bonn,  hoping  to  get  the  Ger- 
man authorities,  who  had 
issued  two  arrest  warrants 
for  Ocalan  on  terrorism 
charges,  to  file  for  his  extra- 
dition. But  Gerhard  Schra- 
der. the  German  chancellor, 
refused. 

Italy's  attempts  to  bring 
the  PKK  leader  to  trial  at  an 
international  court  also 
failed  and  on  January  IS  he 
left  his  heavily  armed  bun- 
ker in  the  Rome  suburbs, 
which  had  been  stocked  with 
food  for  a lengthy  stay,  and 
was  flown  to  an  unknown 
destination. 

Over  the  next  few  weeks, 
Turkish  and  US  security  ser- 
vices had  difficulty  estab- 
lishing his  whereabouts. 
There  were  reports  that  he 


had  tried,  and  failed,  to 
return  to  Russia,  then  aim- 
ing for  the  Caucasus  and 
Lebanon. 

On  February  I,  his  loca- 


tion again  became  known 
when  an  aircraft  tried  to 
land  in  the  Netherlands  and 
was  refused  permission.  Yes- 
terday it  became  dear  that 


he  bad  landed  on  the  island 
of  Corfu  to  refuel,  and  then 
flown  to  Nairobi.  Bnt  even 
there,  Mr  Ocalan  could  find 
no  safe  haven. 


Italy  confounds  sceptics  over  electricity 


gsa 

YVmB  Electricity 
Pm  liberalisation 

By  David  Lane  In  Rome 

Italy  looks  set  to  meet  the 
February  19  deadline  for 
implementing  the  European 
Union's  electricity  directive 
and  to  confound  sceptics 
who  doubted  the  govern- 
ment's ability  to  respect  the 
timetable. 

Pierluigi  Bersani,  the 
industry  minister,  is  expec- 
ted to  finalise  a decree  this 
week  that  will  open  up  the 
country's  electricity  market, 
presently  dominated  by 
Enel,  the  state  corporation. 

In  Italy,  electricity  deregu- 
lation is  highly  contentious 
and  its  organisation  has  kept 


politicians,  interest  groups 
and  official  bodies  busy 
since  Mr  Bersani  issued  his 
decree  in  November. 

A large  part  of  the  parlia- 
mentary debate  over  Mr  Ber- 
sani's  decree  has  concerned 
Enel's  role.  The  treasury- 
owned  corporation 
Europe’s  second-largest  elec- 
tricity- company  after  Electri- 
dte  de  France  - generates 
almost  three  quarters  or 
Italy's  electricity  production. 
It  owns  SO  per  cent  of  the 
country's  70,000  MW  of  gen- 
erating capacity.  In  addition. 
Enel  has  a monopoly  on 
cross-border  trading.  Imports 
cover  about  15  per  cent  of 
total  Italian  demand,  which 
amounted  to  28Gbn  kWh  Last 
year. 

Although  Mr  Bersani’s 
decree  would  limit  Enel  to  50 
per  cent  of  the  market,  pro- 


duction plus  imports,  both 
Italy’s  competition  authority 
and  energy  regulator  con- 
sider this  limit  too  generous. 
Even  so,  the  state  corpora- 
tion will  probably  hare  to 
sell  at  least  15.000  MW  of  its 
power  plant  generating 
capacity  in  order  to  fall 
below  the  50  per  cent  ceiling. 

Enel  owns  and  manages 
Ztaly's  transmission  grid. 
While  the  decree  allows  the 
corporation  to  keep  owner- 
ship, this  will  eventually 
pass  to  a separate  company. 
An  independent  body  will  be 
established  for  grid  manage- 
ment to  ensure  that  equal 
conditions  of  access  will 
apply  to  all  operators. 

Enel's  position  in  distribu- 
tion. where  it  has  around  90 
per  cent  of  the  total,  also 
seems  set  to  change.  Italy's 
municipal  utilities  - about 


50  concerns  serving  some 
2.5m  users,  which  kept 
assets  when  electricity  was 
nationalised  and  Enel  estab- 
lished in  1962  - want  to 
increase  their  small  market 
shares. 

“Liberalisation  will  bring 
benefits  to  consumers  only  if 
the  limits  are  lowered  for  eli- 
gible users,  who  are  able  to 
buy  electricity  from  which- 
ever supplier  they  wish,  and 
if  city  distribution  networks 
are  rationalised,"  says  Gio- 
vanni Del  Tin,  chairman  of' 
Federelettrica,  the  munici- 
pals' association.  The  decree 
opens  the  way  to  rationalisa- 
tion by  allowing  municipal 
utilities  to  buy  Enel’s  net- 
works - which  in  some  areas 
duplicate  those  of  the  munic- 
ipal utilities  - at  market 
prices. 

This  solution  is  acceptable 


to  EneL  “it  means  that  the 
corporation  will  not  be  giv- 
ing away  assets  that  belong 
to  all  Italians,”  says  Franco 
Tata,  End’s  managing  direc- 
tor. He  considers  the  best 
way  to  determine  market 
value  is  for  Enel  to  spin  off 
into  separate  companies  its 
distribution  operations  in 
cities  where  they  are-  split 
with  local  utilities,  and  to 
float  these  companies  on  the 
stock  market 
Mr  Tato  believes  the  stock 
market  also  provides  the 
way  for  Enel  to  rednee  its 
production  capacity, 
although  procedures  will 
have  to  be  agreed  with  the 
Treasury.  “Floating  three 
production  companies,  for 
example,  each  with  5,000  MW 
capacity,  should  ensure  mar- 
ket prices  and  protect  Enel’s 
value,”  says  Mr  Tato. 


Such  ideas  are  almost  rev- 
olutionary for  Italy,  where 
the  monolithic  Enel  bad 
seemed  untouchable.  But  the 
decree  is  a compromise, 
doing  too  little  to  satisfy  lib- 
erals who  want  sales  and 
distribution  fully  separated, 
but  too  much  for  the  sup- 
porters of  the  status  quo 
among  trade  unionists  and 
Reconstructed  Communist 
politicians. 

Enel’s  managing  director 
thinks  the  solution  being 
adopted  for  transmission 
wU}  allow  for  flotation  of  the 
grid  company. 

If  that  happens,  and  if 
Enel  floats  distribution 
operations  as  well  as  produc- 
tion over  the  next  two  years, 
the  liberalisation  decree  will 
also  have  advanced  electric- 
ity privatisation  in  Italy. 


FINANCI  AL  TOTES 

frNn&fei  h Pit  Fuuncul  Taras  (Europe! 
GraHL  NiMunrropLiv  V tMIS  Frank- 
run  atd  Maid.  donum.  Telephone  +*-W 
H IS-  8S0L  Fax  ♦-W  W JMh  -MSI.  Rcjnc- 
xnttal  in  FMnUun  b;  Cohn  A Kouunl 
j*  GralLift'-fiihrer  imt  in  Losutaa  bj 
Dairf  CM.  BdL  Gunman,  and  Alan  C 
Miucr.  Deputy  Gunman.  The  xtaardrokkr 
of  i!s  Fuunrol  Tunes  lEuropci  GmbH  » 
PMVu  Overseas  Hnklmn  LiinitcJ.  7 Bur- 
fmcino  Garden,  Lmraufl.  WIX  ILE. 
SharetaVkt  of  thu  wajuny  R ftarson 
pk.  RfaieraJ  ai  ihc  same  address 
GERMANY: 

RexptauNe  Tor  Adintatnj:  umicm.  Cohn 
A KcniurJ  Printer  Hflmya  lucnuthxul 
YciIapgcMllic&afi  mbH,  Admiral-Rowo- 
JJi!>  Stmt*  Ta.  W263  Not  isnborp  ISSN 
UJTd  "Jfti  Responsible  Editor.  Richard 
Lusbm.  Jo  The  Fuuncul  Tones  brutaL 
Number  One  Snadnark  Bridge.  London 
SEI  «HL 
FRANCE: 

PutbsStne  Director.  P Maratieta.  -C  Rue 
La  Bertie.  ^f*S  PARIS.  Tc^taw  (Oil 
5“6  CM.  Fas  i0l)  S3T6  MS.*.  Pmuer 
S A Nurd  Eclair.  J5CJ  Roc  de  Can. 
F-Wxl  Roubaix  Codex  I.  Editor  Richard 
Lambert  1S5N  IMS-37??.  Cunnaiuton 
Pjnuire  Xu  fi7RflSD. 

SWEDEN; 

Rcsputobfc  Pobfafen  Bradley  P Jbftww. 
Telephone  t4b  B TJ1  Prates  AB 
Kiafranhiagen  Eiprcam.  PO  Bat  6007. 
if  Hi  I*.  JOoUpteg 

i The  Fmunil  Two  Limited  1999. 
FiUor  tUduud  Lambert,  cfa  The  FuwkuI 
Teats  Landed.  Number  Ok  SaaUnari: 
Bodge,  loo dm  SEI  NHL 
R 


Brussels  remains  stubborn  on  duty  free 


Inside 
the  market 

By  Emma  Tucker  in  Brussels 


“It  has  always  been 
acknowledged  that  duty  free 
was  eventually  going  to  go: 
eight  years  is  surely  enough 
for  the  Industry  to  adapt" 
So  spoke  Norman  Lamont, 
the  then  British  chancellor 
of  the  exchequer  in  1991.  At 
the  time  neither  he,  nor  any 
other  EU  finance  minister, 
would  hare  believed  that  the 
unanimous  decision  they 
had  just  taken  to  scrap  duty 
free  sales  would  still  be  in 
question  seven  years  and 
three  months  on. 

Today,  in  spite  of  reversals 
by  Germany,  France  and  the 
UK,  the  debate  should 
finally  be  laid  to  rest.  The 


European  Commission  is 
expected  to  resist  heavy 
political  pressure  in  the 
name  of  the  single  market.  U 
will  rule  out  an  extension  of 
duty  free  sales  beyond  this 
summer's  deadline,  and 
mount  a robust  defence  of 
their  abolition. 

Without  a proposal  from 
the  Commission,  the  Council 
of  Ministers  will  be  unable 
to  secure  a prolongation. 

For  the  Commission,  the 
duty  free  saga  has  been  a 
trial  of  strength  and  a test  of 
Its  credibility. 

It  has  been  bombarded  by 
the  member  states  and  the 
duty  free  lobby  with  strong 
arguments'  about  job  fosses. 
At  a time  when  the 
European  Union  has  been 
battling'  to  make  itself  more 
relevant  to  ordinary  ritiyns, 
politicians  saw  that 
scrapping  cheap  alcohol  and 
cigarettes  was  hardly  going 


to  help.  But  the  duty  free 
issue  cuts  to  the  heart  of 
what  the  Commission  is 
supposed  to  be  all  about  Its 
constitutional  role  is  to  act 
as  the  guardian  of  the  single 
market,  helping  to  iron  out 
competitive  distortions  and 
generate  more  jobs  in  the 
long  run. 

If  the  member  states  were 
to  have  their  way  over  a 
duty  free  extension,  similar 
arguments  could  be  used  to 
justify  grossly  distortive 
state  aid  payments  or  the 
blocking  of  goods  and 
services  between  states. 

The  decision  also  comes  as 
the  Commission  attempts  to 
guide  an  unambitious  but 
significant  package  of  tax 
harmonisation  measures  on 
to  the  EU  statute  book,  A 
wobble  now  on  duty  free 
would  surely  send  out  the 
wrong  signal. 

None  of  which  is  to  say 


that  job  fosses  will  not  result 
from  scrapping  duty  free  - 
they  will,  a fact 
acknowledged  by  a report  to 
be  issued  by  the  Commission 
today. 

This  collates  information 
sent  to  it  by  the  member 
states,  which  last  December 
called  on  Brussels  to  cany 
out  a study  on  the  impact  of 
abolishing  duty  free  sales  on 
employment 

The  figures  range  from  the 
creation  Df  400  jobs  in 
Denmark,  to  the  los6  of 
22,000  jobs  in  Spain.  Ireland 
says  more  than  1,000  jobs 
will  go,  while  the  UK  of 
some  5,000  job  losses.  France 
says  that  among  others, 
2*500  jobs  would  go  in  the 
Cognac  region  and  the 
perfume  industry  will  lose 
1,100  johs. 

Faced  with  these 
estimates,  the  Commission 
has  returned  to  its  core 


beliefs.  “As  with  the  phasing 
out  of  any  distorting 
subsidy,  short-term  negative 
effects  on  employment  are 
expected  to  be  more  than 
offeei  by  long-term  effects  on 
job  creation,"  says  the 
report. 

The  British  government, 
among  those  calling  for  an 
extension  of  duty  free,  might 
have  been  expected  to  grasp 
this  point.-  • 

After  all,  Tony  Blair.  UK 
prime  minister,  likes  to 
lecture  his  European 
counterparts  about  the 
virtues  of  market  forces. 

Instead,  it  has  been  the 
-Commission  which  has  been 
charged  with  stubborn  ess 
and  bloody  mindedness.  But 
with  Europe’s  capitals 
applying  the  pressure,  those 
may  have  just  been  the 
qualities  that,  in  this 
particular  argument,  were 
most  needed. 


US  envoy  in 
fresh  push  for 
Kosovo  accord 

By  Buy  Dimnare  in  Belgrade  delegations  in  the  chateau 

— outside  Paris. 

US  envoy  Chris  HU1  broke  A US-drafted  peace  plan 
off  from  Kosovo  peace  talks  put  on  the  table  by  the  six- 
in  France  to  fly  to  Belgrade  nation  Contact  Group  would 
last  night  to  meet  Slobodan  give  Kosovo  and  its  ethnic 
Milosevic,  Yugoslav  pres-  Albanian  majority  sub&tan- 
ident,  in  an  attempt  to  reach  tial  autonomy,  but  not  inde- 
an agreement  on  the  future  pendence.  within  federal 
of  the  Serbian  province  Yugoslavia, 
before  a Saturday  deadline  Serbia  has  so  ter  rejected  a 
set  by  western  mediators,  key  component  of  the  plan. 

Diplomats  said  Mr  Hill,  the  which  provides  for  a Nato 
chief  mediator  at  the  peace  peacekeeping  force  of  up  to 
negotiations  that  began  in  28,000  troops  that  would 
Ramboulllet  on  February  6,  ensure  the  withdrawal  of 
would  impress  upon  the  most  Yugoslav  forces  and 
Yugoslav  leader  the  need  to  disarm  the  separatist  Kosovo 
meet  the  deadline,  following  Liberation  Army  as  well  as 
reports  in  Belgrade  that  Mr  Serb  paramilitaries. 
Milosevic  wanted  to  drag  out  Madeleine  Albright,  the 
the  negotiations  and  divide  US  secretary  of  state,  jester- 
western  governments  over  day  reiterated  Nato's  threat 
Nato  threats  to  bomb  Serbia,  to  launch  air  strikes  against 
The  unexpected  visit  to  Serbia  if  it  scuttled  the  nego- 
Belgrade  by  Mr  Hill,  accom-  tiations  by  refusing  to  accept 
panled  by  British  and  a Nato  peacekeeping  force. 
French  officials,  was  driven.  “No  Nato  force  is  a deal- 
by  recognition  that  the  dele-  breaker  from  our  perspec- 
gation  to  Ramboufllet  led  by  tive.  If  there  is  no  agreement 
Milan  Milutinovic,  Serbian  then  the  Serbs  need  to  know 
president,  could  decide  noth-  what  we  have  said  earlier  - 
ing  without  the  approval  of  whatever  side  craters 
Mr  Milosevic.  {destroys]  the  talks  would  be 

j.u-fiw  progress  was  made  held  responsible,”  Mrs 
In  the  first  week  of  talks,  Albright  said  In  a television 
with  Mr  Hill  and  mediators  interview, 
from  France  and  Russia  “In  the  Serb  case,  that 
shuttling  between  the  Ser-  means  it  would  be  followed 
hinn  and  Kosovo  Albanian  by  Nato  bombings.”  she  said. 


_NEWS  DIGEST 

GREENS  AGREE  TO  BACK  CANDIDATE^  _ 

SPD  nominates  Rau  for 
German  presidency 

Germany's  governing  Social  Democratic  party  (SPD)  said 
yesterday  it  had  formally  nominated  Johannes  Rau,  previ- 
ously premier  of  the  state  of  North  Rhine-Westphalla,  as 
its  candidate  for  the  country's  presidential  election  in  May. 

A vote  for  a successor  to  Roman  Herzog,  the  incum- 
bent, is  to  take  place  at  the  federal  assembly  In  Berlin  on 
May  23. 

Mr  Rau  is  expected  to  win  tire  election,  as  the  SPD’s 
junior  coalition  partners,  the  Greens,  have  agreed  to  back 
him,  giving  the  government  a clear  majority  in  the  assem- 
bly. 

Mr  Rau,  68,  was  defeated  by  Mr  Herzog  for  the  largely 
ceremonial  office  in  1994.  The  presidency  Is  for  a five-year 
term. 

The  opposition  Christian  Democrats  have  nominated 
Dagmar  Schipansky,  a 55-year-oto  university  professor,  as 
their  candidate.  Reuters,  Bonn 


NORWEGIAN  ECONOMY 


OECD  warns  on  wage  inflation 

The  Organisation  for  Economic  Co-operation  and  Develop- 
ment warned  yesterday  that  Norway  ran  the  risk  of  an 
economic  “hard  landing"  unless  it  controlled  wage  infla- 
tion. 

Until  a pay  settlement  last  year,  inflationary  pressure  in 
the  Norwegian  economy  had  remained  subdued  due  to 
low  imported  inflation  and  moderate  wage  growth,  it  said. 
However,  hourly  wages  increased  by  6 per  cent  last  year, 
after  an  increase  of  up  to  5 per  cent  in  1997. 

The  OECD  said  another  high  wage  settlement  or  a new 
bout  of  financial  market  turbulence  would  probably  lead  to 
“considerable  further  policy  tightening"  and  an  “outright 
recession'’. 

Provided  such  a situation  does  not  arise,  the  OECD  pre- 
dicts a soft  landing  for  the  Norwegian  economy.  The 
organisation  expects  mainland  gross  domestic  product, 
which  excludes  offshore  oil  activities,  will  rise  only  1.0  per 
cent  and  1.5  per  cent  in  1999  and  2000  respectively,  after 
a 20  per  cent  rise  in  mainland  GDP  in  the  five  years  since 
1993.  Valeria  Sfcold,  Oslo 


FRENCH  BLOOD  SCANDAL 


Cali  for  judge’s  removal 

Families  of  victims  in  France's  blood  scandal  called  yester- 
day for  the  removal  of  the  judge  overseeing  the  trial  of 
three  former  ministers  accused  of  delaying  moves  to 
screen  blood  products. 

Frangois  Hon  norat,  a lawyer  representing  the  Association 
of  Blood  Recipients,  said  a formal  request  for  the  removal 
of  Christian  Lb  Gunehec,  the  magistrate  in  the  case,  would 
be  filed  to  the  Supreme  Court  “He  is  preventing  our  taking 
part  in  the  hearings  and  we  consider  this  an  intolerable 
demonstration  of  partiality,”  Mr  Honnorat  said. 

Mr  Honnorat  spoke  after  Mr  Le  Gunehec  rejected  appli- 
cations from  more  than  a dozen  lawyers  to  allow  a greater 
number  of  victims  to  testify.  The  magistrate  based  his 
refusal  on  legal  grounds,  which  allow  him  to  set  the  num- 
ber of  people  who  can  take  part  in  the  trial. 

Victims'  groups  estimate  3,600  people.  Including  hospital 
patients  and  haemophiliacs,  were  infected  and  more  titan 
1,000  died  from  Aids  contracted  from  tainted  blood. 

Laurent  Fabius,  a former  prime  minister,  is  accused  of 
blocking  the  introduction  of  a US  test  to  screen  blood 
donors  for  Aids  until  a rival  French  test  came  on  the  mar- 
ket He  denies  the  charges. 

Also  on  trial  are  Edmond  Hervg,  a former  junior  health 
minister,  end  his  boss  Georgina  Dufolx,  a former  minister 
for  social  affairs  and  health,  who  also  say  they  were 
unaware  at  the  time  ctf  the  debate  over  when  to  begin 
screening  blood.  Reuters,  Paris 


RUSSIAN  CRIME 

Police  crack  down  on  gang 

A regional  legislator  in  St  Petersburg  was  arrested  yester- 
day on  suspicion  of  plotting  the  deaths  of  three  men  who 
were  prominent  in  business  and  public  affaire.  . 

Yuri  Shutov,  who  once  ran  for  governor  of  St  Peters- 
burg, was  among  12  people  arrested  in  a crackdown  on  a 
gang  that  police  said  was  responsible  for  the  three  killings, 
according  to  Itar-Tass. 

Authorities  said  they  also  seized  a large  cache  of  guns, 
ammunition  and  bomb-malting  equipment  AP,  Moscow 
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EUROPE 


ClAg-ACTrow  SUITS  CHANCES  OF  GERMAN  COMPANIES  AVOIDING  ACTION  IN  AMERICA'  DIMINISH 


US  lawyers  attack 
Holocaust-era  fund 


By  Frederick  Stfidomann 
hi  Barth  and  John  Auhers 
hi  New  Yortt  • 


The  chances  of  German 
companies  avoiding  class 
action  suits  in  the  US  oyer 
Holocaust-era  assets 
appeared  to  diminish 
sharply,  yesterday  when  US 
lawyers  attacked  a compen- 
sation fund  set  up  by  the 
German  government 

Gerhard  Schroder,  the  Ger- 
man chancellor,  yesterday 
agreed  with  representatives 
from  banking  and  industry 
to  set  up  a fund  to  compen- 
sate victims  of  Nazi  aggres- 
sion ■-  particularly  those 
who  suffered  forced  labour 
and  expropriation  of  assets. 
A second  fhnd  will  promote 
awareness  of  Nazi  terror. 

Mr  SchrOder  said  the  pur- 
pose of  the  fund  was  not  just 
to  redress  the  injustices  of 
the  past  but  “to  counter  law- 
suits and  especially  class- 
action  lawsuits’1. 

Melvyn  Weiss,  the  New 
York  lawyer  wbo  has  led  the 
class-action  lawsuits  over 
the  issue,  was  ‘‘stunned”  by 
the  announcement  and  drew 
parallels  with  the  -acrimoni- 


ous discussions  with  Swiss- 
banks.  “As  far  as  rm' con- 
cerned this  is  just  another 
Swiss-type  attempt  to  get  out 
of  this  for  less  money  ftan 
they  should  pay,"  he  said. 

. However,  Mr  Schroder’s 
move  was  welcomed  by  the 
New  York-based  World  Jew- 
ish Congress,  which  has  led 
the  campaign  over  European 
financial  institutions  and 
Holocaust  assets.  It  wel-. 
coined  the  fund  as  a "his- 
toric step",  saying  it  was  a 
“well-anchored  basis  for 
resolving  outstanding  Holo- 
caust-era claims”. 

. Mr  SchrOder  said  the  fund, 
which  would  be  financed  by 
contributions  from  compa- 
nies, was  intended  to  allow 
German  companies  “to  go 
about  their  business  unhin- 
dered by  such,  [legal]  cam- 
paigns” and  provide  “a 
degree  of  legal  security”. 

The  chancellor  said  Bonn 
had  "high  hopes”  that  a sat- 
isfactory result  would  be 
achieved. 

But  Mr  Weiss  said:  “These 
two  governments  had  50 
years  to  find  a remedy  for 
these  people  and  they  never 
did  until  litigation  was 
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HI  nominates  Rau  for 
IM  presidency 


ECB  damps 
hopes  for  cut 
in  interest  rate 


By  Wolfgang  MGnchau 
In  Frankfurt 
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The  European  Central  Rank 
yesterday  said  European 
interest  rates  already 
reflected  the  recent  eco- 
nomic slowdown  in  the  euro- 
zone in  -statements  that 
damped  market  speculation 
of  an  interest  rate  cut  in  the 
immediate  future. 

In  its  monthly  report  for 
February,  its  second  since 
the  launch  of  European  eco- 
v nomic  and  monetary  union 
this  year,  the  ECB  said  the 
slowdown  in  growth  and 
inflation  had  been  antici- 
pated by  a rate  cut  in 
December,  whan  10  national 
central  banks  reduced  their 
benchmark  short-term  rate 
from  33  to  3 per  cent 

Last  week  Oskar  Lafon- 
taine,  German  finance  minis- 
ter, called  on  the  EGB  to  cut 
interest  rates,  As  chairman 
of  the  Ecoftn  council  of 
European  finance  ministers, 
Mr  Lafontaine  wfll  be  a 
guest  at  an  ECB  governing 
council  meeting  scheduled 
for  tomorrow.  No  changes  in 
interest  rates  are  expected. 

The  ECB  also  hinted  in  its 
report  that  it  was  likely  to 
take  greater  account  of 
money  supply  figures  than 
widely  expected.  It  said  It 
had  conducted  extensive 
econometric  analysis  show- 
ing that  the  demand  fpr 
broad  money,  such  as  M3, 
which  includes  money  in 
bank  accounts  as  well  as 
cash  in  circulation,  had 
proved  sufficiently  stable  in 


the  eurozone  over  the  past 
20  years. 

Perceptions  that  money 
demand  may  not  be  stable  - 
and  thus  may  be  difficult  to 
base  policy  an  - helped  con- 
vince the  ECB  that  it  should 
not  ibllow  the  policy  of  the 
Bundesbank  in  setting  an 
explicit  target  range  for  the 
growth  of  the  money  supply. 

The  ECB  has  chosen 
instead  a more  flexible 
approach  in  which  monetary 
aggregates  will  still  play  a 
prominent  role  but  have  to 
co-exist  with  other  economic 
indicators. 

But  the  data  published  by 
tire  bank  yesterday  showed 
that  the  foil  in  euro-zone 
inflation  rates  in  the  1990s 
was  foreshadowed  by  - a 
decline  In  money  growth. 

“Monetary  developments 
can  reveal  useful  informa- 
tion about  the  fixture  price 
developments  and  thereby 
offer  am  important,  compass 


for  the  conduct  of  monetary 
policy,”  the  ECB  said. 

ff  the  ECB  has  begun  to 
give  more  Importance  to 
monetary  targets,  the 
chances  of  an  interest  cut  in 
the  immediate  fixture  may  be 
receding.  Over  the  period 
from  October  to  December 
1998,  average  annual  growth 
in  M3,  a measure  of  broad 
money,  was  4.7  per  cent,  just 
above  the  ECB’s  reference 
value  of  -L5  pea:  cent. 

If  the  ECB  wanted  to  cut 
interest  rates,  it  would  have 
to  explain  such  a decision  by 
factors  other  than  current 
monetary  developments. 


Coal  miners  set 
off  for  Bucharest 


fi 


By  Joe  Cook  in  Bucharest 
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An  estimated  4,000 
Romanian  coal  miners  yes- 
terday set  off  for  Bucharest 
after  Miron  Cozma,  their 
leader,  was  sentenced  to  18 
years  in  prison  on  Monday 
for  undermining  the  state's 
authority.  The  charge 
stemmed  from  his  role  in 
previous  miners'  riots. . 

The  miners  yesterday  ral- 
lied in  the  town  of  Petnrean 
in  the  Jlu  Valley  coal  region, 
370km  north-west  of  Buchar- 
est By  early  evening  they 
had  reached  the  nearby  town 
of  Tlrgu  JhL  Their  leaders 
claimed  that  the  action  .was 
unrelated  to  Mr  Ganna's  sen- 
tencing. saying  it  was  a pro- 
test at  what  they  see  as  the 
government's  failure  to  hon- 
our a January  agreement 
over  planned  pit  closures. 

Lost  month,  10,000  miners' 
advanced  on  the  capital.  The 
march  was  abandoned  only 
after  the  government 
deployed  tanks  and  troops, 
and  Radu  Vasile.  the  prime 
minister,  held  talks  with  Mr 
Cozma. 

Although  full  details  of  the 
talks  have  yet  lo  emerge,  it 
is  understood  that  Mr  Cozma 
was  told  that  if  he  and  the 
unions  could  find  ways  of 
saving  the  coal  Industry 
S200tn  without  dosing  pits, 
tire  government  would,  con- 
sider them, 


The  government  plans  to 
close  140  loss-making  coal 
and  other  mines  to  staunch 
state  sector  losses. 

Yesterday's  unrest,  came 
as  parliament  approved  the 
adoption  of  the  1999  state 
budget,  thereby  paving  the 
way  for  the  government  , to 
Open  negotiations  with  the 
International  Monetary 
Fund  on  a new  loan  accord. 

An  agreement  with  the 
IMF  U vital  to  Romania's 
efforts  to  avoid  default  on 
the  S2.Sbn  of  foreign'  debt 
service  payments  due  this 
year.  - 

The  budget  is  baaed  on  a 
deficit  eqp£  to  2 per  cent  of 
gross  domestic  product, 
down  from  an  estimated  4 
per  cent  of  GDP  In  1998,  and 
envisages  a year-end  infla- 
tion rate  of  25.  per  cent 
against  last  year's  40  per 
cent 

In  a recent  report  on 
Romania.  Nomura,  the  Japa- 
nese broker,  said  the  budget 
deficit  target  was  "rather  on 
the  optimistic  side”. 

..  it  axgtted  that  "while  pres- 
sure on  the  budget  would  be 
greatly  relieved  by  the  do- 
sure.  of  loss-making  enter- 
prises, the  png-nfoy  loss  of 
revenue  and  rise  in  unem- 
ployment combined,  would 
mean  the  net  budget  out- 
conre  is  Hkeiy  to  be  more  to 
the  red  than  the  budget 
envisages". 


started.  Who  can  trust-thls 
process?" 

He  said  the  World  Jewish 
Congress  was  "playing  into 
the  hands  of  the  people  we. 
are  trying  to  hold  account- 
able”, and  predicted  that  any 
governs)  ent  agreem  ent 
might  foil  victim  to  political 
opposition  in  theUS.  - 

Mr  SchrOder,  who  was 
accompanied  by  Rolf  Breuer, 
chair"1”"  of  Deutsche  Tfemfe, 
and  Gerhard  Cronsne,  chair- 
man of  Knzpp,  did  not  give 
any  details  on  fhi>  amount  of 
money  that  would  be  paid 
into  the  fund  or  how  it 
would  be  disbursed.  Both 
sides  hope  to  start  payments 
as  soon  as  possible,  possibly 
by  September  L Sir  Gramme 
said:  “It  cannot  tfe  that  one 
mafcpg  thi»  decision  to  pay 
and  then  is  sued." 

Thirteen  companies  - Alli- 
anz. BASF.  Bayer,  BMW, 
DaimlerChrysler,  Deutsche 
Bank,  Dresdner  Bank, 
Degnssa-Hfils,  Krupp, 
Hoesch-Krnpp,  Hoechsfc,  Sie- 
mens and  Volkswagen  - put 
their  names  to  yesterday's 
statement. 

Swiss  shadows,  Pago  10 


Gcrtnrd  SchrBdar  has 
victims  of  Nazi  aggression 


is  set  up 


fund  to  compensate 
AP 


Brussels  warns  Germany, 
France  on  budget  plans 


By  Peter  Nonnan  in  Brussels 

The  European  Commission 
yesterday  rebuked  Germany 
and  France  for  doing  the 
minimum  necessary  to  meet 
the  tough  budgetary  condi- 
tions of  the  stability  and 
growth  pact  that  underpins 
Europe's  single  currency. 

Passing  judgment  on  the 
stability  programmes  of  the 
two  biggest  economies  in  the 
euro-zone,  the  EU's  execu- 
tive arm  said  the  public 
finance  plans  of  both  coun- 
tries allowed  no  safety  mar- 
gin for  unforeseen  develop- 
ments. 

The  Commission’s  opin- 
ions were  little  more  tiutn  a 
tap  on  the  wrist  for  Bonn 
and  Paris  and  are  unlikely  to 
prevent  EU  economics  and 
finance  ministers  giving 
Qualified  approval  to  the  two 
programmes  at  their  next 
“Ecofln"  meeting  on  March 
15. 

But  its  verdicts  on  the 
French  and  German  plans 
contrasted  with  more  favour- 
able judgments  about  the 
Belgian  and  Spanish  stabil- 
ity programmes,  which  Yves- 
Thibault  de  SOguy,  the  com- 
missioner for  economic  and 
monetary  affairs,  yesterday 
described  as  “good”. 

Mr  de  SOguy  warned  that 


the  German  plan  to  reduce 
the  general  government  bud- 
get deficit  from  2 per  cent  of 
gross  domestic  product  this 
year  to  1 per  cent  of  GDP  in 
2002  involved  no  significant 
faD  in  the  deficit  ratio  before 
2001. 

The  Commission  com- 
plained that  Germany's  ratio 
of  government  debt  to  GDP 
was  expected  to  stay 
unchanged  at  61  per  cent  of 
GDP  until  2001  and  only  fall 
below  the  Maastricht  Treaty 
benchmark  of  60  per  cent  to 
59.5  per  cent  in  2002.  Warn- 
ing that  its  plans  made  no 
allowance  for  the  “budgetary 
burden  of  future  demo- 
graphic developments ",  it 
urged  Bonn  to  bring  the  defi- 
cit below  l per  cent  of  GDP 
in  2002  if  growth  was  stron- 
ger than  expected. 

The  Commission  con- 
cluded that  France's  medi- 
um-term budget  targets  were 
in  line  with  the  stability 
pact  But  it  criticised  a lack 
of  ambition,  complaining 
that  the  deficit  targets  of 
between  0.8  per  cent  and  1.2 
per  cent  of  GDP  in  2002 
offered  “no  safety  margin  for 
the  consequences  of  weaker 
than  ■ expected  growth,  bud- 
getary pressures  of  an  age- 
ing population,  costs  of  any 
new  policies  and  the  uncer- 


tain impact  of  existing  major 
structural  reforms”. 

However,  with  only  Lux- 
embourg stin  to  produce  Its 
stability  pact  programme. 
Mr  de  Silguy  was  in  no  mood 
to  spread  gloom  yesterday 
when  evaluating  the  mem- 
ber states'  budget  plans.  He 
pointed  out  that  all  14  pro- 
grammes assessed  to  date 
conformed  with  tire  stability 
pact,  even  though  some  of 
the  underlying  economic 
assumptions  were  “fragile". 

Moreover,  he  was  hopeful 
that  robust  domestic 
demand  would  ensure  that 
the  current  Slowdown  in  the 
European  economy  was  nei- 
ther deep  nor  long-lived. 
Looking  ahead  to  the  next 
Commission  growth  fore- 
casts at  the  end  of  March,  he 
said:  “I'm  tempted  to  say 
that  l won't  be  rounding 
down  the  figures  as  much  as 
I thought  a few  weeks  ago.” 

The  commissioner  said  the 
Spanish  stability  programme 
was  “good,  -ambitious  and 
credible”  although  addi- 
tional reforms  wpuld  be 
needed.  The  Belgian  pro- 
gramme, which  commits  the 
government  to  maintaining 
a primary  budget  surplus  of 
at  least  6 per  cent  a year, 
was  “prudent  and  realistic”, 
he  said. 


8 Of  The  World's  Top  10  Banks 
Trust  Their  Global  Processing  To  ADP 
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Shouldn't  You? 


Todays  global  marketplace  demands  that  financial 
institutions  operate  in  any  security,  in  any  market  at  any 
time.  That's  why  the  most  notable  firms  have  turned  to 
ADP  Brokerage  Services— the  world's  leading  vendor  for 
securities  processing  systems.  Together  through  our 
Brokerage  Processing  Services,  Wilco  International  and 
1C1/ADP  divisions,  ADP  provides  a globally  integrated 
processing  platform.  You  can  trust  our  systems  to 
streamline  operations,  consolidate  reporting,  and  create  a 
unified  set  of  customer,  product  and  financial  information. 
And  most  importantly,  ADP  delivers  overall  enterprise- 
wide solutions!  . 


Use  the  global  industry  leader  whose  expertise  is 

responsible  for 

■ serving  more  than  250  dientsin  20  countries  worldwide, 

■ processing  approximately  1 million  trades  daily,  induding 
more  than  15%  of  all  North  American  equities, 

■ interfaang  with  more  than  50  major  exchanges  and 
execution  points  worldwide,,  including  SWIFT  and 
Eurodear, 

■ transacting  a broad  range  of  financial  instruments, 
from  listed  equities  and  fixed-income  securities  to 
exotic  options,  repos,  and  derivatives,  and 

■ leading  the  industry  in  Y2K  and  EMU  readiness. 


Don't  trust  your  securities  processing  to  anyone  but  the  best!  To  find  out  how  you 
too  can  keep  pace  with  the  world's  top  financial  institutions,  contact  Arlene  Driscoll  of 

) or  at  dri; 
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Pakistan  demands  arms  deal  before  signing  N-test  ban 


** 


By  Peter  Montagnon  and 
Fatten  Bokhart  In  Islamabad 

Hopes  that  Pakistan  will 
move  quickly  to  sign  the 
Comprehensive  Test  Ban 
Treaty  have  been  dealt  a 
blow  by  a new  demand  that 
Washington  first  remove 
curbs  on  conventional  mili- 
tary equipment  supply. 

in  on  apparent  hardening 
of  position,  the  government 


of  Nawaz  Sharif  has  told 
Washington  It  wants  an  end 
to  restrictions  under  the 
long-standing  Pressler 
amendment,  passed  hy  Con- 
gress. curbing  US  arms  sales 
to  Pakistan  because  of  its 
efforts  to  develop  nuclear 
weapons. 

Along  with  India,  Pakistan 
has  been  under  pressure  to 
sign  the  CTBT  since  both 
countries  tested  nuclear 


devices  last  May,  but  SartaJ 
Aziz,  foreign  minister,  said  it 
would  not  sign  under  coer- 
cion. Removal  of  military 
sanctions  as  well  as  eco- 
nomic ones  was  a critical 
factor,  he  added. 

Unlike  India,  Pakistan  had 
been  dependent  on  the  US 
for  arms  purchases,  so  the 
Pressler  sanctions,  directed 
specifically  against  Pakistan, 
were  unfair  and  unjustified, 


he  said-  Moreover,  US  legis- 
lation now  provides  for  gen- 
eral sanctions  against  coun- 
tries that  seek  to  develop 
nuclear  capacity.  “Pressler 
needs  to  be  repealed  because 
it  is  no  longer  necessary." 

“The  imbalance  in  conven- 
tional weapons  between 
India  and  Pakistan  has 
increased,"  he  continued. 
Pakistan  was  short  of  spares 
for  its  US-built  equipment 


and  had  to  buy  them  expen- 
sively from  third  parties 
despite  budget  pressures. 

If  Pakistan  sticks  with  its 
new  position,  it  risks  creat- 
ing an  impasse  that  would 
prevent  progress  on  resolv- 
ing its  nuclear  differences 
with  the  US.  The  Clinton 
administration  recently 
agreed  to  return  $325m  paid 
by  Pakistan  for  the  purchase 
of  F-16  fighter  aircraft 


blocked  under  Pressler.  But, 
it  could  not  convince  Con- 
gress to  permit  a waiver,  of 
arms  sales  restrictions 
liriTpgK  Pakistan  first  signed 
and  ratified  the  CTBT. 

Pakistan’s  stand  has  con- 
fused experts  in  Islamabad 
who  bad  been  hoping  it 
would  sign  the  CTBT  this 
summer,  and  some  are  not 
sure  whether  it  will  stick  to 
its  tough  line  once  it 


Indonesia  near 
financing  $9bn 
budget  deficit 


By  Sander  Tlmenes  in  Jakarta 

Indonesia  yesterday  seemed 
close  to  securing  sufficient 
foreign  lending  to  finance  a 
$9bn  budget  deficit  for  the 
coming  year,  easing  concern 
it  would  be  forced  to  print 
money. 

Bambang  Subianto. 
finance  minister,  said  the 
government  needed  to 
secure  only  $l.9bn  more,  fol- 
lowing recent  commitments 
worth  S2-4bn  from  Japan  and 
Slbn  each  from  the  World 
Bank  and  the  Asian  Develop- 
ment Bank. 

Ginandjar  Kartasasmita. 
co-ordinating  minister  for 
economics,  finance  and 
industry,  said  be  had  asked 
the  International  Monetary 
Fund  to  contribute  Slbn.  in 
addition  to  the  $ll.3bn 
pledged  earlier  and  largely 
spent  this  year. 

The  rest  is  due  to  come  in 
funding  for  specific  projects 
such  as  poverty  alleviation 
schemes,  already  agreed 
with  the  World  Bank  and 
other  donors.  Many  such 
projects  have  been  slow  to 
get  started  but  are  listed 
both  as  revenues  and  as 
expenditures,  which  means 
that  any  delays  would  not 
affect  the  budget  deficit. 

Indonesia  has  relied  on 
foreign  funding  to  plug  holes 
in  its  budget  deficit, 
enabling  it  to  slow  the  sharp 


rise  in  inflation  late  last  year 
and  bolstering  the  rupiah. 

Economists  bad  worried 
that  extra  funding  would  be 
hard  to  come  by,  but  the 
recent  pledges  leave  Indon- 
esia reasonably  assured  of 
full  funding  when  a club  of 
donor  countries  meets  in 
June. 

Club  members  last  year 
offered  debt  rescheduling  as 
well,  but  tbe  finance  minis- 
ter said  the  remainder  of 
Indonesia's  sovereign  debt, 
nruch  of  it  owed  to  the 
World  Bank  and  Japan, 
could  not  be  rescheduled. 

Sovereign  debt  stood  at 
S57bn  at  the  start  of  this 
year.  The  minister  said  it 
would  rise  to  $59bn  by  the 
end  of  the  current  fiscal  year 
on  March  31. 

“The  withdrawal  of  foreign 
loans  as  of  December  31  1998 
was  $79.5bn,  but  principal 
worth  $22.5bn  and  interest 
have  been  paid."  he  told  a 
parliamentary  hearing.  That 
means  Indonesia  paid  nearly 
twice  as  much  to  its  donors 
as  it  received  last  year, 
despite  the  recession. 

Some  loan  pledges  failed 
to  materialise,  but  because 
social  spending  is  down, 
economists  do  not  expect  a 
shortfall  in  deficit  funding. 
The  coming  year  may  prove 
more  challenging,  as  Indon- 
esia gears  up  for  a hank  bail- 
out 


Rao  Caifu  - the  perfect  model  of 
a modern  Chinese  banker 


James  Harding 

reports  from 
Longyan  on  a 
small-town  banker 
held  up  to  the 
nation  as  an 
example  of 
prudence  and 
honesty 

Rao  Caifu  is  China's  best 
banker.  Not  that  you 
would  know  it  tram  his 
salary,  which  is  less  than 
SKH  a month.  Nor  from  his 
status,  as  the  manager  of  a 
one-room  outlet  tucked  away 
in  the  countryside. 

But,  in  a banking  system 
saddled  with  one  of  the  high- 
est ratios  of  non-performing 
loans  in  the  world.  Mr  Rao 
has  earned  his  distinction.  In 
the  last  18  years,  he  has 
approved  Rmb230m  ($28m) 
worth  of  loans  and  does  not 
have  a single  bad  debt  to 
show.  “In  every  case,  the 
capital  and  interest  has  been 
fully  repaid,"  says  Mr  Rao. 

This  pristine  portfolio  has 
earned  Mr  Rao  a modest 
celebrity  as  the  Communist 
party's  first  and  only 
“national  model  of  the  finan- 
cial system".  Wen  Jiabao, 
the  vice  premier  responsible 
for  financial  sector  reform, 
has  instructed  the  other 
2.8m  bankets  in  China  to 
“learn  from  Rao  Caifu”. 

Mr  Rao’s  record  is  indeed 
exceptional.  But,  he  is  an 


COMTRACT5  & TENDERS 
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TANZANIA  ELECTRIC 
SUPPLY  COMPANY  LIMITED 


PRE-QUALIFICATION  FOR  CONSULTANCY  SERVICES 
TO  DEVELOP  THE  ZAMBIA-TANZANIA  330Kv 
INTERCONNECTOR  PROJECT  FOR  PRIVATE 
INVESTMENT  CONSIDERATION 

2ESCO  LTD  of  Zambia  and  TANESCO  of  Tanzania  have 
embarked  on  the  development  of  a 330Kv  transmission  line  from 
Pensulo  substation,  Serenje,  Zambia  to  Mwakibete  substation, 
Mbeya,  Tanzania.  The  length  of  the  line  is  approximately  690km. 

A techno-economic  feasibility  study  has  been  done  by  an  inter  utility 
study  team  from  ZESCO,  TANESCO  and  ESKOM.  A financial  and 
economic  justification  study  has  also  been  undertaken.  A Power 
Purchase  Agreement  and  a Pre-qualification  document  has  been 
drafted.  Tariff  negotiation  process  has  commenced.  There  is  now 
need  to  identify  potential  private  investors  and  formulate  a Request 
For  Proposal  (RFP). 

A Consultant  is  therefore  being  sought  to  assist  in  the  Pre- 
qualification of  Potential  Private  Investors  and  to  prepare  and 
adjudicate  the  RFP  in  order  to  prepare  the  project  for  investment 
consideration.  The  Consultant  is  also  required  to  assist  in  setting  up 
a realistic  program  of  events,  target  dates  and  formal  outputs. 

The  applicants'  expression  of  interest  must  be  in  English  and  must 
include  the  following: 

a)  A comprehensive  individual  profile  or  company  curriculum  vitae 

b)  Organisation  structure  and  capacity  to  manage  this  kind  of 
project 

c)  Audited  financial  statements  for  the  past  3 years 

d)  Reference  for  similar  assignments  already  undertaken  within  the 
past  7 years  including  key  personnel,  work  done  and  time  spent 
on  similar  assignments 

e)  Contact  details  and  physical  addresses 

f)  Any  association/partnership  with  local  firms 

Expression  of  interest  should  be  addressed  to: 


The  Company  Secretary 
Secretary 
ZESCO  LTD 
P.O.BOX  33304 
Lusaka 
Zambia 

Fax:  +260  1 223971/237601 

And  should  be  received  not  later  than  12:00  hrs  on  Monday, 
15"  March  1999. 


OR  The  Company 

TANESCO  LTD 
P.O.BOX  9024 
Dares  Salaam 
Tanzania 

Fax:  255  051  113836 


Rao  Caifu:  not  a single  bad  debt 

exception  that  proves  a more 
disturbing  general  rule  in  a 
banking  industry  with  more 
than  $200bn  worth  of  prob- 
lem loans:  China  has  yet  to 
come  to  grips  with  the  cul- 
ture of  modem  commercial 
banking. 

Mr  Rao,  who  urges  visitors 
to  his  modest  office  to  try 
the  sweet  mandarin  oranges 
he  grows  himself,  graduated 
from  primary  school  and 
started  out  fanning  rice 
before  turning  his  hand  to 
finance  as  the  village 
accountant  in  the  early 
1960s.  Today,  he  manages 
the  Agricultural  Bank  of 
China’s  Hongfang  township 
business  department  of 
seven  staff  - it  is  not  big 
enough  to  rank  as  a sub- 
branch  - offering  services  to 
27,000  people,  mostly  farm- 
ers. in  a backwater  of  east- 
ern China’s  Fujian  province. 

The  choice  of  an  honest 
and  prudent  official  as  Chi- 
na's model  banker  says 
much  about  Beijing’s  con- 
tinuing preoccupation  with 
corruption.  And.  China's 
new  generation  of  bankers 
may  dismiss  the  trustworthy 
clerk’s  model  status  as  an 
expression  of  the  party's  nos- 
talgia for  upright  citizenship 
in  the  countryside. 

But,  to  judge  Mr  Rao  as 
just  a peasant-banker  is  to 
ignore  some  of  the  lessons 
his  experience  offers  about 
the  problems  in  China's 


James  Hating 

banks  - even  if  they  are  not 
the  lessons  Beijing  intended 
to  teach. 

Since  joining  Agricultural 
Bank  of  China,  one  of  the 
"big  four"  state-owned  com- 
mercial banks  that  account 
for  more  than  80  per  cent  of 
lending  in  China,  Mr  Rao 
has  issued  3,000  loans  and 
recovered  the  money  on  all 
of  them. 

So,  who  have  been  these 
remarkably  reliable  borrow- 
ers? “Most  of  tbe  enterprises 
here  are  collectives,  town- 
ships and  village  enterprises 
fTVE)  or  privately-owned 
enterprises.  There  are  no 
state-owned  enterprises.”  he 
says.  “To  date,  the  most  reli- 
able payers  are  the  TVEs.” 

This  is  richly  ironic.  Chi- 
na’s model  banker  has  kept 
a clean  slate  by  not  lending 
to  state  industry,  while  the 
rest  of  the  banking  sector, 
which  has  such  a tiny  capi- 
tal base  and  such  a moun- 
tain of  bad  debts  that  it  Is  by 
most  measures  insolvent, 
has  made  the  bulk  of  its 
loans  to  increasingly 
indebted  and  inefficient 
state*} weed  enterprises. 

At  the  end  of  1995,  the  bor- 
rowings of  state  enterprises 
represented  83  per  cent  of  all 
outstanding  bank  loans. 
Meanwhile,  the  TVEs,  which 
have  been  the  fastest- 
growing  companies  In  China 
in  the  mid-ioks.  have  strug- 
gled to  get  credit 


Mr  Kao's  unusual  example, 
therefore,  only  adds  to  the 
evidence  that,  as  Nicholas 
Lardy  of  the  Brookings  Insti- 
tution, puts  it  “The  declin- 
ing performance  of  state- 
owned  enterprises. . .is  a 
major  contributor  to  the 
insolvency  of  large  parts  of 
the  hanking  system."  The 
weight  of  lending  to  unprof- 
itable SOEs  and  the  dispro- 
portionately high  levels  of 
lending  to  unproductive 
provinces  in  China  under- 
lines how  the  banks  are  stfil 
considered  the  tools  of  gov- 
ernment policy. 

Another  (due  to  why  Mr 
Rao’s  financial  performance 
stands  in  splendid  contrast 
to  the  damaged  balance 
sheets  of  the  banking  sector 
in  general  is  that  his  small 
business,  he  says,  is  too 
lowly  for  much  political 
Interference. 

The  World  Bank  has  noted 
with  concern  that  “state 
hanks  are  not  yet  completely 
free  to  lend  according  to 
commercial  criteria”,  as 
some  loans  are  mandated  by 
the  central  government  and 
“the  rest  is  subject  to  consid- 
erable informal  government 
influence,  particularly  in  the 
provinces". 

Mr  Rao’s  operation  on  the 
outskirts  of  the  cement- 
making city  of  Longyan  is  so 
humble  - the  potted  flowers 
grown  and  tended  by  the 
bank  clerks  during  lunch 
break  are  a point  of  pride  - 
that  “that  kind  of  political 
pressure  is  rare,”  he  says. 

Government  interference 
in  lending  has  been  one  of 
two  reasons  why  the  World 
Bank  fears  that  the  negative 
net  worth  of  China’s  banks 
is  unlikely  to  improve.  The 
other  is  state  control  of 
interest  rates,  a factor  which 
this  year  has  again  added  to 
the  strains  on  China’s  bank- 
ing sector  and  raised  farther 
concerns  about  the  health  of 
the  large  banks. 

Two  of  the  biggest  banks  - 
Bank  of  China  and  China 
Construction  Bank  - have 
both  reported  profits  down 
by  roughly  40  per  cent  for 
1998,  citing  the  series  of 
three  interest  rate  cuts  last 
year  which  ate  into  their 
earnings  as  the  banks  have 
had  to  pay  out  on  fixed  rate 
long-term  deposits  that,  In 
some  cases,  mean  a negative 
spread. 

Even  Mr  Rao’s  banking 
outlet  has  felt  a similar 
pinch.  Earnings  have  been 
in  decline,  as  profits  fell 
from  Rmb560,000  in  1996  to 
Rmb340,060  in  1997.  Last 
year,  Mr  Rao  admits,  “we 
just  broke  even”. 


Japan’s  policy  makers 
lurch  to  a new  crisis 


By  Gillian  Tett  In  Tokyo 


Japan's  government  has 
staggered  from  crisis  to  cri- 
sis during  the  past  year  like 
a drunken  man  looking  for 
support.  Yesterday,  it 
lurched  again. 

A mere  two  months  after 
the  Finance  Ministry 
declared  that  Its  Trust  Fund 
Bureau  (TFB)  would  halt 
purchases  of  Japanese  gov- 
ernment bonds  (JGBs),  the 
bureau  said  it  would  buy 
Y400bn  (S3.5bn)  worth  of 
JGBs  before  March  81. 

Eisuke  Sakakibara.  the 
ministry's  vice-minister, 
then  announced  he  would 
“welcome"  a weaker  yen, 
after  apparently  champion- 
ing a strong  currency  six 
weeks  earlier. 

For  weary  investors,  such 
U-turns  are  not  new.  But  the 
crucial  questions  now  are 
whether  the  latest  adds  up 
to  a coherent  new  economic 
policy  and  whether  it  wfi] 
have  any  long-term  impact 
on  the  markets  or  growth. 

The  answer  seems  to  be 
“no".  Though  Tokyo  traders 
are  buzzing  with  conspiracy 
theories,  yesterday's  deci- 
sions appear  to  have  been 
reactive,  rather  than  any 
master  plan.  The  bureau- 
cracy still  seems  ridden  with 
internal  disarray  and  squab- 
bles aver  policy. 

It  was  Kiichi  Miyazawa. 
the  finance  minister,  who 
startled  the  markets  In 


December  by  announcing 
that  the  TFB  was  about  to 
stop  buying  JGBs. 

At  the  time,  as  he  pointed 
out,  the  decision  made  eco- 
nomic sense.  The  bureau  is 
facing  a potential  funding 
squeeze  because  deposits  in 
the  national  postal  savings 
scheme  which  it  manages 
are  likely  to  fall. 

But  Mr  Miyazawa  appar- 
ently did  not  expect  his  com- 
ment to  send  bond  prices 
tumbling.  Though  the  minis- 
try initially  hoped  that  the 
Bank  of  Japan  could  be  bul- 
lied into  buying  bonds  to 
plug  the  gap,  the  bank 
apparently  refused. 

The  ministry  has  come 
under  growing  pressure 
recently  to  prevent  higher 
interest  rates  and.  a strong 
yen  from  stranding  growth. 
Politicians  in  the  ruling  Lib- 
eral -Democratic  party,  for 
example,  are  determined  to 
boost  growth  before  next 
year's  elections. 

At  the  same  time,  the  US 
has  been  signalling  disquiet 
about  Japan's  policy  ahead 
of  a Group  of  Seven  finance 
ministers'  meeting  this 
weekend,  and  a .planned  visit 
by  Lawrence  Summers,  dep- 
uty US  Treasury  Secretary, 
to  Tokyo  later  this  month. 

“The  ministry  thought  it 
had  to  do  something  to  reas- 
sure the  markets,"  says 
Yoshito  Sakakibara.  econo- 
mist at  Goldman  Sachs. 
“These  are  temporary  mea- 


sures." 

Such  “temporary”  mea- 
sures may,  as  Mr  Sakakibara 
points  out,  help  in  the  short 
term.  Pushing  down 
long-term  interest  rates  in 
the  run-up  to  the  end  oE  the 
fiscal  year  on  March  31  could 
help  ease  tbe  pain  in  corpo- 
rate-Japan. 

If  a weaker  yen  boosts 
share  prices,  this  will  deliver 
another  crucial  upwards 
push,  since  Japanese  compa- 
nies hold  vast  equity  portfo- 
lios. . 

Some  government  opti- 
mists even  hope  that  yester- 
day’s announcement  could 
lead  to  a broader  deal 
between  the  hank  and  the 

ministry.  The  ministry  alcn 
said  yesterday  that  it  plans 
to  raise  more  short-term 
bonds. 

Though  the  bank  has  hith- 
erto refused  to  buy  more  10- 
year  JGBs,  it  may  be  more 
amenable  to  purchasing 
additional  short-term  bonds, 
since  this  would  give  the 
hank  more  flexibility  in  its 
balance  sheet.  *T  think  even- 
tually some  compromise  can 
be  found,”  one  government 
official  says. 

Though  the  TFB  appar- 
ently managed  to  fund  its 
planned  bond  purchases  in 
February  and  March  with 
surplus  cash  from  housing 
projects,  its  funding  pres- 
sures could  return  next  year. 


See  bid  capital  markets  page 


becomes  apparent  that 
Washington  cannot  respond. 
Pakistan  would  almost  cer- 
tainly come  under  heavy 
pressure  to  sign  the  CTBT  if 
India  did  bo  first.  - 
But  Mr  Aziz  made  it  clear 
in  an  interview  that  even  the 
September  deadline  set  ear- 
lier by  Pakistan  for  signing 
the  treaty  could  be  missed 
without  further  US  conces- 
sions. “Between  now  and 


September,  something  has  to 
happen  on  both  sides." 

Mr  Aziz  also  cautioned 
against  excessive  expects, 
tions  for  this  weekend’s 
summit  between  Mr  Sharif 
and  India's  prime  minister, 
Atal  Be  hart  Vajpayee.  There 
was  a willingness  to  discuss 
hurdles  to  improved  rela- 
tions,  but  Pakistan  could  not 
normalise  ties  until  the 
Kashmir  Issue  is  resolved. 


NEWS  DIGEST 


EASY  STANCE  ON  MONETARY  POLICY 

Australia’s  central  bank 
lowers  inflation  forecasts 

Australia's  centra!  bank  yesterday  lowered  inflation 
forecasts  for  the  year  and  said  there  was  a “dear  case” 
for  continuing  its  easy  stance  oh  monetary  policy. 

Recent  data  suggested  that  Australia's  “quite  robust" 
economic  growth  would  continue  through  the  year,  the 
Reserve  Bank  of  Australia  said  in  its  quarterly  review. 
Recent  stronger-than-expected  growth  was  supported  by 
low  Interest  rates,  ready  availability  of  credit  and  a lower 
exchange  rate,  which  assisted  exporters,  the  bank  said. 

The  statements  were  a departure  from  the  bank’s  usually 
cautious  pronouncements  and  quashed  earlier  speculation 
about  an  imminent  cut  in  official  interest  rates.  The  bank 
late  last  year  signalled  concern  about  the  potential  infla- 
tionary effect  of  the  weaker  Australian  dollar,  which 
reached  record  lows  of  about  A$0.56  against  the  US  dollar 
last  June. 

But  rapid  diversification  of  ©{ports,  away  from  traditional 
Asian  markets,  and  continued  strong  domestic  demand 
had  helped 'Australia  weather  regional  economic  turmoil, 
economists  said.  Gwen  Robinson,  Sydney 

INDIAN  POLITICS 
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Party  pulls  out  of  coalition 

India’s  coalition  government  saw  its  already  precarious 
parliamentary  majority  whittled  further  yesterday  after  a 
four-member  regional  party  declared  it  was  withdrawing  its 
support  in  protest  aver  recent  subsidy  cuts. 

The  Lok  Dal  party,  based  in  the  north-western  Haryana 
state,  pulled  out  after  having  failed  to  persuade  Atal  Behan 
Vajpayee,  the  prime  minister,  to  reverse  a series  of  subsidy 
cuts  for  certain  rationed  food  staples  and  urea,  a widely- 
used  farm  input 

The  withdrawal  of  even  just  four  parliamentarians  could 
prove  a serious  blow  to  the  coalition,  led  by  Mr  Vajpayee's 
Bharatiya  Janata  party  (BJP),  which  narrowly  won  a vote 
of  confidence  last  year  to  form  the  government  The  Lok 
Dal's  walkout  follows  a period  of  restiveness  among  other 
BJP  allies,  many  of  which  have  severely  criticised  toe 
Hindu  nationalist  party’s  handling  of  a spate  of  recent 
attacks  against  Christians,  along  with  the  recent  cuts  in 
subsidies  for  food.  Marie  Nicholson,  New  Delhi 


THAI  GOVERNMENT 


Plan  to  borrow  $5.3bn 

The  Thai  government  plans  to  borrow  $5.31  bn  including 
$1 .47bn  from  the  World  Bank  and  Asian  Development 
Bank,  for  the  country's  various  economic  restructuring 
programs  in  fiscal  1999,  a government  statement  said  yes- 
terday. Of  the  total,  5418m  will  be  spent  on  central  gov- 
ernment's investment  projects,  $1.43 bn  on  state  enter- 
prises' projects  and  $3.47bn  on  economic  and  social 
adjustment  projects. 

The  statement  said  the  World  Bank  would  provide 
$1-2bn  in  loans  for  programmes  in  economic  and  financial 
restructuring,  and  for  streamlining  government  bureau- 
cracy. The  Asian  Development  Bank  will  provide  another 
$270m  in  loans  for  restructuring  the  agricultural  sector  and 
state-owned  Krung  Thai  Bank.  AP,  Bangkok 


SOUTH  KOREA 


Unemployment  set  to  peak 

South  Korea's  jobless  rate  is  expected  to  top  9 per  cent 
as  the  country  grapples  with  Its  worst  economic  crisis  in 
years.  Labour  Ministry  officials  said  yesterday. 

“The  peak  will  come  in  late  February  or  March,  when 
college  graduate®  enter  the  job  market  and  cant  find  busi- 
nesses hiring  people,"  said  a ministry  spokesman. 

Unemployment  reached  an  estimated  8 per  cent  in  Jan- 
uary, the  highest  since  South  Korea  began  recording 
monthly  figures  In  1982.  Officials  said  the  figure  would  rise 
to  9 per  cent  - about  2m  people  - In  late  February  or  in 
March.  They  expected  the  unemployment  problem  to  ease 
in  the  second  quarter  when  the  construction  industry 
begins  hiring  more  people  in  spring.  The  overall  economy 
also  will  start  recovering  in  mid-1999,  they  said.  AP,  Seoul 


PHILIPPINE  ECONOMY 


Trade  deficit  tumbles 

The  Philippines's  merchandise  trade  deficit  tumbled  to  its 
lowest  level  In  26  years  jn  1998  as  imports  fell  heavily  due 
to  a slowing  economy,  while  exports  held  up  well.  The 
trade  deficit  narrowed  to  SI  64m  in  1998  from  $10.7bn  in 
1997.  Merchandise  imports  fell  by  17.5  per  cent  to 
$29.66 bn  while  exports  rose  16.9  per  cent 
Economists  said  the  level  of  imports  had  been  much 
lower  than  expected,  confirming  a further  slowdown  in  the 
economy  in  the  fourth  quarter  of  1998.  In  Decamber,  pay- 
ments for  imports  declined  by  26  per  cent  to  $2.Q2bn 
while  receipts  from  exports  stowed  to  13.1  per  cent  to 
$2 .523 bn.  Tony  Tassefl,  Manila. 
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THE  AMERICAS 


Brazil  takes  risk  in  dancing  to  IMF  tune 


By  fiagfl  Dyer  InS&o  Panto 

Popular  protests  against  the 
international  Monetary 
Fund  are  nothing  new.  But 
the  Brazilian  carnival  of  1983 
must  go  down  as  one  of  the 
most  colourful. 

Mired  In  a deep  recession, 
the  government  had  been 
forced  to  go  cap  in  the  hnrwt 
to  the  Fund  Cor  a loan. 
Objecting  to  the  strict  condi- 
tions being  imposed  on  Bra- 
zil. some  carnival-goers 
donned  costumes  depicting 
the  Fund’s  negotiators  in 
demonic  terms. 

The  chorus  line  to  a tradi- 
tional samba  was  adapted  by 
the  Rio  de  Janeiro  crowd  to 
go  something  like:  "Hey 
there  IMF,  give  us  some 
money,  wont  you!” 

As  this  year’s-  carnival 
comes  to  ah  end  today,  IMF 
and  government  officials 
will  be  putting  the  finishing 


touches  to  a new  dose  of  aus- 
terity for  Brazil,  as  it  con- 
fronts yet  another  currency 
crisis. 

‘ The  post-carnival  martirinp 
of  more  budget  cuts  and 
high  interest  rates  will  be 
swallowed  just  as  the  econ- 
omy is  plunging  into  what 
could  be  the  worst  recession 
since  statistics  began.  There 
could  be  a new  popular  back- 
lash against  the  IMF. 

Brazil,  which  has  wit- 
nessed a series  of  balance  of 
payments  crises  over  the  last 
four  decades,  has  had  a par- 
ticularly complicated  rela- 
tionship with  tiie  Fund. 

The  tone  was  set  in  1959 
when  Brazil  was  negotiating 
a crucial  fSOOm  loan  in 
return  for  a commitment  to 
an  anti-inflationary  pro- 
gramme. Faced  with  mount- 
ing political  opposition  to 
austerity,  President  Jusce- 
lino  Kubitschek  broke  off 


talks.  "We  are  no  longer 
poor  relations  obfigedfo  stay 
in  the  kitchen,"  he  said.  - 

While  the  IMF  has  gener- 
ally recommended 
short-term  austerity  as  a 
means  to  longer-term  expan- 
sion, the  government  has 
often  found  itself  following 
calls  for  faster  short-term 
growth,  even  if  that  means 

inflation. 

The  IMF  has  also  been  the 
target  of  the  strong  populist 

aid  nationalist  Instincts  in 
Brazil.  Lucas  Lopes,  the 
finance  minister  who  drew 
up  the  1959  stabilisation 
plan,  . was  regularly 
denounced  as  an  "IMF 
stooge”  in  the  local  press. 
Until  recently,  supporters  of 
the  Fund’s  policy  recipe 
were  often  labelled  by  the 
left  as  mtnguistas  - some- 
thing between  a sell-oat  and 
a traitor. 

“The  relationship  with  the 


IMF  is  a h turns  test  far  the 
strength  of  populist-style 
politics,”  says  Prof  Roett 

Many  of  these,  historical 
patterns  are  being  repeated 
in  the  current  crisis.  When 
Airalnio  Fraga,  a senior 
adviser  to  George  Soros,  the 
billionaire  speculator,  was 
appointed  frpad  of  the  cen- 
tral bank,  itamar  Franco,  the 

farmer  president  and  current 

governor  of  Minas  Gerais 
state,  was  quick  to  denounce 

foreignTnterfarence. 

“We  now  have  George 
Soros  running  the  central 
bank  and  Stanley  Fischer 
[number  two  at  the  IMF]  in 
charge  of  the  Finance  Minis- 
try,” Mr  Franco  said. 
"Maybe  we  should  all  start 
to  learn  English." 

These  responses  are  not 
limited  to  opposition  circles. 
Some  government  support- 
ers in  Congress  fid  not  take 
kindly  to  the  Fund's  plain  to 


set  up  a permanent  office  in 
the  central  hantr.  And  during 
his  three  weeks  in  January 
as  president  of  the  bank, 
Francisco  Lopes  let  his  frus- 
tration be  known  at  what  he 
considered  the  excessive 
interference.  • 

Most  importantly,  a politi- 
cal dispute  is  simmering 
over  the  Fund’s  recommen- 
dation of  high  interest  rates 
to  limit  inflation.  According 
to  Delfim  Neto.  who  as  a for- 
mer economy  minister  is  no 
stranger  to  the  ways  of  the 
IMF,  the  government  should 
take  the  Fund's  money,  but 
ignore  Its  advice  to  keep 
rates  high. 

However,  while  many  of 
the  arguments  are  familiar, 
thp  current  crisis  is  Pairing 
place  in  a different,  political 
atmosphere.  President  Fern- 
ando Henrique  Cardoso  has 
largely  steered  clear  of  popu- 
list posturings  and  hunts  for 


scapegoats.  Changes  In  the 
economy  have  also  altered 
the  debate. 

According  to  Roberto  Cam- 
pos, the  other  architect  of 
the  1959  flwti-infiflttfln  plan, 
the  reforms  of  recent  years  - 
from  trade  hberaheation  to 
privatisation  - have  drawn 
the  teeth  of  nationalist-popu- 
list economics. 

“The  potential  far  a back- 
lash exists,  but  it  is  substan- 
tially reduced,”  says  Mr 
Campos,  81,  who  was  a fed- 
eral deputy  until  last  month. 
“Nationalist  opposition  to 
foreign  influence  was 
defeated  in  the  battles  over 
privatisation.” 

But  a recent  opinion  pen, 
which  showed  Mr  Cardoso’s 
approval  rating  at  the  lowest 
level  since  he  took  office  in 
1995,  suggests  that  someone 
else  is  getting  the  blame  for 
the  crisis  thin  time:  the  gov- 
ernment itself. 


Hillary  Clinton 
keeps  pundits 
guessing  in  US 


Klan  fan  takes  on  Monica  Monica  as 
Republicans  line  up  in  Louisiana 


Richard  Wotffe  on  the  colourful  cast 
preparing  to  contest  the  safe  seat  in 
Congress  vacated  by  Bob  Livingston 


The  Marti  Gras  festivities 
staggered  to  an  end  in 
New  Orleans  yesterday, 
but  the  carnival  of  a Louis- 
iana election  campaign 
only  just  begun  in  one  of  the 
Republican  party’s  safest 
congressional  seats  in  the 
south. 

Six  Republicans  have 
already  entered  the  fierce 
fight  to  replace  Bob  Living- 
ston. the  man  who  was  des- 
tined to  he  House  speaker 
but  resigned  at  the  height  of 
the  impeachment  debate 
after  revelations  of  his  own 
extramarital  affairs. 

The  race  to  replace  him 
has  attracted  an  eccentric 
cast  of  characters  including 
an  ophthalmologist  called 
Monica  Monica,  a former 
grand  wizard  of  the  Ku  Klux 
Klan.  and  the  owner  of  a 
■minor  league  baseball  team. 
Six  more  Republicans  are 
expected  to  join  them  in  the 
primary  elections  on  May  1. 
At  a time  of  widespread 


apathy  toward  Washington 
end  the  partisan  warfare  of 
impeachment,  most  of  the 
candidates  are  attempting  to 
mount  populist  campaigns 
which  paint  themselves  as 
political  outsiders. 

Monica.  Monica  her 
father  HtrwH  the  name  so 
much  he  named  her  twice  - 
wirwng  hamaif  to  Jesse  Ven- 
tura, the  former  professional 
wrestler  who  stunned  the 
political  establishment  by 
becoming  governor  of  Min- 
nesota in  November. 

“This  race  is  about  Jesse 
Ventura,  it  is  about  a change 
happening  in  politics  all 
over  the  country,”  she  said. 
“It  is  about  somebody  run- 
ning who  people  feel  is 
approachable  and  they  can 
relate  to.  They  are  tired  of 
voting  for  slick  attorneys 
and  career  politicians." 

Without  political  grass 
roots,  Ms  Monica  says  she  is 
relying  on  her  10,000 
patients  to  spread  the  word 


•about  her  credentials.  She 
Insists  is  “more  than 
just  a moniker”,  and  has 
already  won  the  support  of 
- Louisiana  Congressman 
John  Cooksey. 

The  more  uncomfortable 
political  outsider  of  the  cam- 
paign is  undoubtedly  David 
. -Duke,  *h»  pT-trian  lpadpr  and 
former  state  representative 
in  the  district.  Mr  Duke's 
platform  of  "defending  the 
right*  of  Christian  whites”  is 
likely  to  attract  a hard  core 
of  loyal  personal  supporters. 

Republican  nffirinis  insist 
Mr  Duke’s  support  has 
waned  sharply  since  he 
stood  as  the  party's  candi: 
data  in  the  1991  governor’s 
race. 

In  reality  the  Duke  threat 
haa  been  blunted  as  main- 
stream Republicans  have 
adopted  policies  which  bear 
echoes  of  his  cMms  that  too 
many  federal  policies  are 
biased  towards  blacks,  Jews 
and  other  minorities. 

One  of  the  two  leading 
candidates  in  the  field  is 
David  Vitter,  a former  state 
representative  who  ousted 
Mr  Duke  from  the  Louisiana 


legislature.  Among  a broad 
menu  of  ultra-conservative 
policies,  Mr  Vitter  has 
pledged  to  “end  all  govern- 
ment-sponsared,  race-based 
preferences  and  quotas”. 

Mr  Vitter,  a 37-year-old 
Rhodes  scholar  and  Harvard 
graduate,  has  also  styled 
himself  a crusader  against 
corruption  in  local  politics, 
and  alienated  Mg  colleagues 
by  campaigning  to  end 
patronage  powers  such  as 
the  award  of  lucrative  uni- 
versity Brhnlamhip* 

However,  the  real  chal- 
lenge to  Mr  Vitter  comes 
fmm  the  old-style  populism 
of  the  political  establishment 
in  the  form  of  Dave  Treen, 
the  70-year-old  former  Louis- 
iana governor  and  US  con- 
gressman in  the  1970s. 

"I  feel  I ran  enhance  the 
pmgrawimes  that  Congress- 
man Livingston,  started  that 
are  so  important  for  our 
state,"  he  «aid-  "I  am  in  a 
better  position  than  an 
entirely  new  face  and  I know 
a lot  of  the  key  players  from 
the  time  I served  in  Con- 
gress.” 

In  a relatively  poor  state. 


Monica  Monica:  This  ram  Es  about  a change  In  pctitics* 


suffering  from  the  oil  indus- 
try downturn.  New  Orleans 
thought  it  had  hit  the  jack- 
pot with  Mr  Livingston’s 
election  as  House  speaker. 

Tony  Ligi,  Republican 
rhatrman  jjj  Jefferson  Parish 
- at  the  heart  of  the  race  - 


says:  “People  are  looking  for 
someone  who  can  bring  busi- 
nesses to  the  area.  That  is 
why  losing  Congressman 
Livingston  was  such  a blow, 
because  he  could  have 
helped  us  at  a time  when  we 
really  needed  ft.” 


By  Deborah  McGregor 
In  Washington 

Senator  Hillary  Rodham 

CUnton  of  New  York?  What 

began  as  idle  speculation 
about  the  Hist  Lady’s  next 
career  move  has  become 
serious  grist  for  the  political 
rumour  mill,  and  attention 
is  focused  on  the  US  Senate 
seat  being  vacated  next  year 
by  the  Democrat  Daniel  Pat- 
rick Moymhan. 

So  intense  has  become  the 
speculation  - and  so  formi- 
dable a candidate  is  the  First 
Lady  deemed  to  be  - that 
Republicans  have  begun  to 
gloat  that  Mri  Clinton  has 
frozen  the  race.  No  Demo- 
crat will  come  forward  to 
run  until  <tn*  declares  her 
intention.  The  nomination  is 
hers  - if  she  wants  ft. 

Many  of  those  close  to  Mrs 
Clinton  believe  she  would 
make  a fine  senator.  But 
they  are  not  convinced  it 
would  be  the  best  career 
move  and  several  are  scepti- 
cal she  will  decide  to  run. 
The  timing  is  hardly  ideal, 
since  she  would  find  herself 
in  a race  for  elected  office 
while  still  First  Lady. 

“She  would  be  a helluva 
candidate,”  said  Carter 
Eskew,  a Democratic  strate- 
gist who  has  worked  with 
Mrs  nUwtrvn  “But  I would 
imagine  after  ‘all  she  has 
been  through  that  she  might 
find  it  very  appealing  to  take 
a step  back  and  not  jump 
right  back  into  the  political 
fray.  She’s  aware  it  would  he 
a tough  campaign.  Is  that 
gnmpfhing  shs  wants  to  sub- 
ject herself  to  at  this  stage?” 

There  is  also  the  matter  of 
money.  Running  for  the  Sen- 
ate is  costly.  Last  year’s  fero- 
cious New  York  contest 
between  Democrat  Charles 
Schumer  and  Republican 
incumbent  A1  D ’Amato  cost 
$40m,  with  Mr  Schumer 
emerging  the  victor. 

Rudolph  Giuliani,  New 
York's  mayor  and  the 
Republican  candidate  who 
might  be  Mrs  Clinton's  oppo- 
nent if  she  riBridud  to  run,  is 
expected  to  raise  more  than 
$6m  this  spring.  An  early 
start  is  considered  essential. 
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Few  doubt  Mrs  Clinton 
could  raise  the  funds  she 
needs  to  finance  a run  for 
the  Senate.  But  her  support- 
era  Winn  believe  she  will  be 
in  a position  to  craft  a satis- 
fying - »nd  more  lucrative  ~ 
career  outside  Washington 
rmiy  whe  and  her  husband 
leave  the  White  House. 

If  Mrs  Clinton  decides  not 
to  ran  she  many  options. 
She  would  be  sought  after  as 
a corporate  board  member 
and  could  easily  command 
speaking  fees  in  the  celeb- 
rity range  of  $30,000  or  more. 
Any  number  of  universities 
or  charitable  foundations 
would  vie  for  the  privilege  erf 
having  her  lend  her  name  to 
their  causes. 

A high-profile,  top-paying 
post  at  an  international 
organisation,  such  as  the 
United  Nations,  is  also 
thought  passible,  allowing 
her  to  pursue  her  interest  tn 
the  lives  of  women  and  chil- 
dren around  the  world. 

Financial  considerations 
will  be  important.  The  Clin- 
tons have  accumulated 
about  $6m  in  legal  fees 
rtftfPTirtiinp  themselves  in  var- 
ious scandals  and  inquiries, 
beginning  in  1994  with  the 
Arkansas  b*nd  deal  known 
as  Whitewater.  Part  erf  the 
debt  is  being  covered  by 
funds  raised  from  support- 
ers' donations  through  a 
legal  expense  trust  fund,  but 
much  will  remain. 

Mrs  Clinton  is  accustomed 
to  being  the  main  breadwin- 
ner in  the  family.  For  most 
of  the  marriage,  and  cer- 
tainly in  the  early  years 
when,  as  governor  of  Arkan- 
sas, Mr  Clinton  earned  just 
$35,000  a year,  die  puDed  in 
more  than  $100,000  as  a top 
corporate  lawyer. 

Whatever  she  decides,  the 
post-impeachment  world 
would  appear  to  be  Mrs  Clin- 
ton's oyster. 

“If  there  were  two  mutual 
funds,  and  one  was  named 
the  HiTlary  Rodham  Clinton 
fund  and  the  other  one  was 
the  Bill  Clinton  fund,  I 
would  definitely  go  for  the 
Hillary  fund.  It  has  the  most 
upside  potential,”  said  a 
Democratic  pollster. 
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FIN ANCIAL  TIMES  WEDNESDAY  FEBRUARY  17  IW 


INTERNATIONAL 

EMBARKS  ON  TRANSITION  FROM  REIGN  OF  KING  HUSSEIN 


~ KINGDOM  sees  programme  AS  VITAL  AS  it  fmra 

, t . . — . • ...  . — _ • 1 ■*- » ^ » \j i nmu  i iuwulih 

Amman  close  to  IMF  funding  agreement 


Bl  DavW  fiaf^  a,  Amman  IMP  since  1980  to  reform  its 

economy,  this  month  comes 
to  the  end  of  a similar  feril- 


Jordan  is  about  to  finalise  an 
agreement  with  the  Interna- 
nonai  Monetary  Fund  on  a 
structural  reform  pro- 
gramme,  underpinned  by  a 
new  three-year  extended 
funding  facility.  The  .king- 
dom and  its*  western  allies 
see  this  as  a vital  boost  to  its 
stagnant  economy  as  Jonlan 
embarks  on  the  tricky  tran- 
sition from  the  46-year  reign 
of  King  Hussein,  who  died  10 
days  ago. 

The  amount  of  the  facility 
has  yet  to  be  finalised.  It  will 
probably  be  between  S300m 
and  $450m  over  the  three 
years,  with  the  prospect  of  a 
higher  draw-down  rate  in 
the  first  year.  Jordan,  which 
has  been  working  with  the 


tty  worth  $330m. 

An  agreement,  which 
couJd  be  initialled  as  early 
as  tomorrow,  should  help 
unlock  the  mix  of  debt 
rescheduling  and  write-offs 
Jordan  has  been  led  to  hope 
for  following  the  massive 
show  of  support  fbr  the  new 
King  Abdullah  by  world 
leaders  who  flocked  to  his 
father's  funeral  last  week. 

A deal  with  the  Fund 
would  be  especially  timely, 
as  pressure  on  the  dinar 
began  to  pick  up  last  week- 
end and  is  beginning  to 
make  itself  felt  now,  say  Jor- 
danian and  IMF  officials. 

However,  both  private 
bankers  and  officials  say 


that  the  switch  into  dollars 
is  running  at  no  more  than  a 
third  of  the  level  of  last  sum- 
mer, when  the  seriousness  of 
King  Hussein's  illness 
became  dear  and  the  then 
government  was  about  to 
Call. 

Central  Bank  reserves 
then  Fell  from  Sl.Sbn  to 
about  si.ibn,  about  the 
outflow  as  August  1996, 
when  a decision  to  cut  bread 
subsidies  under  the  previous 
IMF  programme  led  to  riot- 
ing and  the  eventual  Call  of 
that  government 
“We  think  this  is  a 
short-term  movement,  and 
those  speculating  against 
the  dinar... will  be  chang- 
ing their  minds  soon,"  7jpd 
Fariz,.  governor  of  the  cen- 
tral bank,  told  the  FT. 


Despite  expectations  that 
King  Abdullah  was  going  to 
change  the  current  govern- 
ment last  weekend,  he  recon- 
firmed Fayes  Tarawneh, 
prime  minister,  at  the  head 
of  an  unchanged  cabinet 
The  main  task  of  Mr  ‘nar- 
awneh,  formerly  King  Hus- 
sein’s chief  of  the  royal 
court,  is  understood  to  be  to 
resolve  the  problem  of  Jor- 
dan’s foreign  debt  - cur- 
rently ifigbn  or  90  per  cent 
of  gross  domestic  product  - 
by  following  up  on  pledges 
of  aid  and  pressing  the  case 
for  debt  forgiveness. 

So  far,  the  most  concrete 
pledge  is  of  an  extra  $3QQm 
in  aid  from  the  US.  Saudi 
Arabia  has  promised  to 
resume  deliveries  of  cut- 
price  oiL  The  United  Arab 


Emirates  was  reported  to 
have  deposited  5150m  in  the 
Bank  of  Jordan  yesterday. 

The  bigger  prize  for  Jor- 
dan, however,  is  to  get  rid  of 
its  debt  overhang.  This  year 
it  is  due  to  make  principal 
and  interest  payments  of 
$81201,  up  from  about  SSOOm 
last  year  and  equivalent  to 
nearly  u per  cent  of  GDP. 

President  Bill  Clinton, 
along  with  President  Jac- 
ques Chirac  of  France  and 
Chancellor  Gerhard  Schra- 
der of  Germany,  told  King 
Abdullah  they  would  press 
for  a significant  debt  reduc- 
tion with  their  Group  of 
Seven  counterparts. 

The  US  wrote  off  STOOm  of 
Jordan's  debt,  and  the  UK 
about  $65 m,  after  Jordan' 
signed  its  peace  treaty  with 


Israel  in  2994.  But  the  king- 
dom received  nothing  like 
the  50  per  cent  write-down 
Egypt  received,  along  with 
more  than  J2bn  a year  in  OS 
aid,  after  the  Camp  David 
peace  between  Israel  and 
Egypt  in  1979. 

Differing  expectations 
about  debt  relief  are  inti- 
mately linked  with  the  cur- 
rant negotiations  about  the 
size  of  the  IMF  package.  The 
Fund  believes  that  a Paris 
Club  package  will  equal  Jor- 
dan's foreign  exchange  fin- 
ancing gap  over  the  next 
three  years,  which  it  calcu- 
lates at  $220m.  Jordan  reck- 
ons its  foreign  exchange 
shortfall  win  be  around  dou- 
ble that,  possibly  in  a bid  to 
get  more  generous  relief  and 
boost  Its  reserves. 


NEWS  DIGEST 

HIGH-TECHNOLOGY  COMPETITION 

Race  to  develop  cheap 
internet  devices 

Low  cost  internet  access  appliances  are  set  to  invade  the 
home,  bringing  fast  and  easy  access  to  the  internet  but 
presenting  Microsoft  with  a significant  challenge  to  its 
domination  of  the  personal  computer  industry,  a confer- 
ence heard  yesterday. 

Roel  Pieper,  head  of  Philips  Electronics,  said  the  Dutch 
company  was  already  producing  S8  microchips  containing 
the  entire  drcuitry  of  a colour  television.  . . 

“We  can  place  the  drcuitry  of  virtually  any  electronic 
device  on  a chip  costing  $20  or  less,"  he  said. 

The  new  devices  would  affect  every  aspect  of  life  from 
leisure  to  cookery,  delegates  to  the  annual  Metre  high- 
technology  conference  fn  Jerusalem  were  told.  Consumer 
products  groups  including  Philips,  Sony  and  Matsushita 
were  racing  to  develop  the  devices,  which  would  not  use 
me  Microsoft  operating  system.  Alan  Cane,  Jerusalem 


Algeria  s troubled  state  at  election  crossroads 


TASHKENT  BOMBINGS 


April’s  poll  could  be  the  fairest  for  years 
and  herald  a transition  to  civilian  rule.  Or  it 
could  be  rigged  and  worsen  the  vicious 
civil  conflict  Route  Khalaf  reports. 


Algeria  has  a chequered 
history  when  it  comes 
to  elections. 

The  first  multi-party  vote 
was  cancelled  by  the  army 
in  ISM  to  prevent  the 
Islamic  Salvation  Front  (PIS) 
winning  a parliamentary 
majority. 

In  three  out  of  four  subse- 
quent elections  or  referen- 
dums  designed  to  erase  the 
memory  of  the  vote  and 
install  a limited  version  of 
democracy,  most  parties 
have  accused  the  regime  of 
manipulating  the  results. 

So  why  is  the  country's 
political  class  buzzing  with 
excitement  at  the  approach 
of  the  presidential  elections 
set  for  April  15?  And  why 
are  more  than  45  contenders 
scrambling  to  gather  the 
75.000  signatures  to  qualify 
as  candidates? 

The  difference  is  that  for 
the  first  time  since  1992. 
there  is  now  an  open  debate 
within  the  political  class 
and.  more  significantly, 
insidp  the  military -domi- 
noed establishment  about 
the  army's  role  in  politics 
and  the  need  for  it  to  allow  a 


fair  election. 

No  one  is  expecting  the 
army,  which  has  been  the 
key  power  since  indepen- 
dence, to  return  to  barracks 
soomBut  there  is  mounting 
pressure  on  top  decision- 
makers to  stick  to  promises 
for  a free  election  to  begin  a 
gradual  transition.  There  are 
also  fears  that  a botched 
election  would  aggravate  an 
already  explosive  situation. 

Algeria's  crisis,  which  has 
cost  more  than  65.000  lives, 
can  no  longer  be  resolved  by 
elections.  Since  1992,  the  FIS 
has  been  banned  and  deci- 
mated as  a political  organi- 
sation and  its  armed  wing 
has  declared  a ceasefire.  The 
killings,  considerably  fewer 
than  a year  ago  though  still 
an  almost  daily  occurrence, 
are  now  blamed  on  shadowy 
radical  groups. 

Some  opposition  candi- 
dates say  a wider  dialogue 
including  some  leaders  of 
the  FIS  is  needed  to  help 
ease  tensions.  But  most 
believe  that  returning  the 
country  to  a state  of  Jaw 
might  prevent  the  ranks  of 
the  killers  swelling  again 


and  allow  the  beginning  of 
national  reconciliation. 

With  the  popolation  bat- 
tered by  seven  years  of  sav- 
age killings,  repression  and 
deteriorating  social  condi- 
tions. the  frustrations  that 
would  have  brought  the  FIS 
to  power  in  1992  are  as  poi- 
gnant as  ever. 

Worse,  the  collapse  of  oil 
and  gas  prices  on  which 
Algeria  depends  means  Alge- 
rians will  be  asked  for  fur- 
ther sacrifices. 

To  the  political  class’s  dis- 
appointment, the  race  for 
the  April  elections  had  a sus- 
picious start.  Two  powerful 
retired  generals  have  pushed 
the  case  of  Abdelarix  Boute- 
flika,  the  country’s  longest 
serving  former  foreign  min- 
ister, promoting  him  as  “a 
consensus  candidate". 

He  won  the  official  nomi- 
nation of  the  National  Liber- 
ation Front  (FLN),  the  for- 
mer ruling  party.  He  has 
also  been  backed  by  the  lead- 
ership of  A1  Nahda.  a smaij 
legal  Islamist  party,  and  by 
the  majority  of  the  national 
bureau  of  National  Demo- 
cratic Rally  (RND),  the  main 
pro-regime  party.  Not  sur- 
prisingly. this  has  led  to 
widespread  perceptions  that 

Mr  Boutefiika  is  supported 
by  much  of  the  army  leader- 
ship. 


But  as  he  gathered  sup- 
port, his  candidacy  also 
came  under  fierce  criticism 
from  the  privately-owned 
press  and  other  candidates. 
It  created  serious  rows 
within  the  RND  and  A1 
Nahda.  Part  of  the  RND  has 
rebelled  against  what  it  calls 
“pressure  from  the  top”  and 
has  wanted  to  put  up  its  own 
candidate.  At  A1  Nahda,  one 
of  the  top  leaders  resigned  to 
farm  his  own  party  and  run 
against  Mr  Boutefiika. 

Most  important  has  been 
the  reaction  of  Uamino  zer- 
oual  the  outgoing  president 
aud  a former  army  general 
Mr  Zeroual  decided  to  call 
for  early  elections  last  Sep- 
tember after  what  is  believed 
to  have  been  a clash  with 
top  army  commanders.  Since 
then,  as  tensions  within  the 
regime  continued,  he  has 
consistently  promised  that 
the  election  will  be  free. 

Last  Friday,  Mr  Zeroual 
stunned  the  political  class 
when  he  appeared  to 
threaten  regime  insiders  pro- 
moting Mr  Boutellika's  case. 

“I  will  never  hesitate  to 
any  measure  necessary 
against  any  attempt  to  dis- 
tort this  electoral  pro- 
cess-nnd  divert  it  from  its 
noble  objectives  " he  said. 

EDs  comments  drew  imme- 
diate fire  from  Khaled  Nez- 


zar.  the  former  strongman  of 
the  army  seen  as  one  of  Mr 
Bouteflika's  backers.  Mr 
Nezzar,  who  saw  himself  tar- 
geted by  Mr  Zeroual,  issued 
a statement  calling  the  presi- 
dent’s remarks  “tendentious 
and  wrongly- timed.” 

Some  analysts  believe  Mr 
Zeroual  is  in  part  settling 
scores  with  his  rivals.  But  he 
clearly  also  wants  to  make  a 
gesture  towards  Algerians 
before  he  leaves  office.  His 
insistence  on  neutrality  In 
the  elections  is  believed  to 
be  shared  by  many  officers 
in  the  army. 

“The  elections  are  coming 
as  a result  of  internal  strug- 
gles in  the  system,”  says  a 
spokesman  for  the  Socialist 
Forces  Front  (FFS),  a leading 
opposition  party.  • 

“There  is  resistance  within 
the  army  and  some  are  say- 
ing there  is  no  question  of 
imposing  a candidate.  This  is 
an  opening  that  we  have  to 
exploit.” 

In  addition  to  Horine  Ait 
Ahmed,  the  FFS  leader, 
other  strong  opposition  can- 
didates include  Ahmed  Talib 
Ihrahlmi,  a former  foreign 
minister  who  has  consis- 
tently called  for  dialogue 
with  Islamists,  and  Mouloud 
Hamrouche,  the  former 
prime  minister  and  architect 
of  Algeria's  first  economic 


President  Zarouafc  defacing 

**xrton’s  ‘nobkt  objectives' 


reforms.  Both  belong  to  the 
FLN  but  are  running  as 
independents. 

For  these  candidates,  the 
important  question  is  how 
much  the  outgoing  president 
will  be  able  to  weigh  on  the 
establishment,  and  what 
measures  he  might  be  able 
to  push  through  to  ensure 
neutrality.  Mr  Bouteflika's 
candidacy  has  no  doubt  been 
hart.  But  there  are  many 
doubts  that  the  damage  win 
prevent  him  from  winning 
the  presidency. 

For  now,  while  Mr  Zeroual 
waves  the  stick,  other  candi- 
dates are  keeping  up  the 
pressure  by  warning  that 
should  they  become  con- 
vinced the  electoral  game  is 
closed,  they  will  withdraw 
from  the  race. 


WORLD  trade 

USI“™R.M  BOOSTS  SUPPORT  FOR  PROTECTIONIST  MEASURES 


Blasts  'aimed  at  president1 

Several  bomb  blasts  ripped  through  Uzbekistan’s  capital 
Tashkent  yesterday,  in  what  Uzbek  officials  say  was  an 
attempt  on  the  IHb  of  Islam  Karimov,  the  country's  presi- 
dent The  explosions  threaten  the  fragile  stability  of  the 
former  Soviet  republic. 

The  first  bomb  apparently  went  off  in  the  lobby  of  the 
headquarters  fn  Tashkent  yesterday  morning. 
Shortly  afterward,  a car  drove  through  a police  cordon  set 
up  around  the  site  of  the  first  blast,  sparking  a gun  battle 
write  police.  The  car's  two  passengers  were  kilted,  after 
which  the  car  itself  exploded,  and  was  followed  by  four 
more  car  bombs  around  the  city. 

"This  action  was  planned  in  advance  and  the  blasts 
went  off  in  four  or  five  places,”  Mr  Karimov  later  told 
Uzbek  television.  “The  aim  was  to  destroy  the  president 
and,  rf  necessary,  sow  fear  and  panic  among  the  civilian 
population”  Charles  Clover 

NIGERIAN  ELECTIONS 

Anger  at  choice  of  candidate 

Olu  Fates,  a tamer  top  civil  servant  and  finance  minister, 
has  been  nominated  to  contest  Nigeria’s  presidential  elec- 
tions on  February  27  on  a joint  platform  for  two  of  three 
political  parties. 

1 .,?*  hou^3dature'  aton9  witt»  of  his  running-mate 
Umanj  Shinkafi,  a powerful  former  security  chief,  remained 
controversial  yesterday  as  another  contender,  named  ear- 
lier, refused  to  step  aside. 

A significant  section  of  the  All  People's  party  is  now  in 

ETJS*  JS* ^arty  teadere  who  forced  through 

foe,  electoral  P®c t with  Chief  Faiae’s  south-western 
regional  party,  the  Alliance  for  Democracy. 

Without  foe  pact,  neither  party  would  have  a realistic 
chance  of  forming  what  will  be  the  first  civilian  government 
m Nigeria  in  more  than  15  years.  ^ r 

Disan^y  within  foe  alliance  is  likely  to  further  the  inter- 
°^"un  0faasani°-  Nigeria's  former  mili- 
M t0  retum  to  **  Presidency  20  years 
Was  on  Monday  by  the 

Peoples  Democratic  party.  William  Wallis,  Lagos 
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Support  grows  in  Congress  for  steel  quotas  ??wer  dellvery 

cam.  The  m would  limit  a, . T hplno 


ffee 


By 

Lobbying  by  hundreds  of 
American  steelworkers  on 
l opi to]  Hill  lias  dramatically 
support  for  protec- 
tionist steel  legislation  in 
t he  House  and  set  the  stage 
far  hearings  on  several  steel 
lulls  »o\i  week. 

, i’11"  hill.  Introduced  by 
Congressman  Peter  Vis- 
cfas-kv . an  Indiana  Democrat, 
had  by  yesterday  garnered 
1.1H  1*1.  sponsors,  including 
’.he  House  Democratic  lead- 
ership and  several  Repubii- 


would  limit  all 
steel  imports,  country  by 
country,  to  the  monthly 
average  volume  they 
recorded  during  the  three- 
years  preceding  July  1997. 
The  three-year  curbs  could 
take  the  form  of  quotas,  sur- 
charges or  enforceable 
restraint  agreements. 

The  Clinton  administra- 
tion has  steadfastly  rejected 
calls  by  the  steel  industry 
and  its  unions  to  initiate  an 
investigation  under  Section 
201  of  US  trade  law,  which 
could  lead  to  worldwide  quo- 


tas. However,  on  Friday,  the 
Commerce  Department  lev- 
ied steep  antidumping  duties 
on  hot-rolled  steel  from 
Japan  and  Brazil  Additional 
antidumping  cases  are 
expected  to  be  filed  this 
week  against  imports  of  steel 
plate. 

The  administration  has 
given  Russia  until  this  week 
to  agree  to  curb  its  steel 
exports  to  the  US  and  raise 
prices  or  risk  being  excluded 
from  the  marfr^ 

A spokesman  far  Mr  Vis- 
closky  acknowledged  that 


his  legislation  is  “probably 
not"  in  compliance  with 
World  Trade  Organisation 
rules.  "But  if  the  administra- 
tion enforced  the  laws  we 
have  on  the  books,  we 
wouldn't  have  to  introduce 
this  bill"  be  said. 

A similar  bill  has  been 
introduced  in  the  Senate* 
which  is  usually  more  reluc- 
tant than  the  House  to  con- 
sider protectionist  measures. 
Pressure  from  steel  workers 
last  week  brought  a Republi- 
can backer  on  board  - Aries 
Spectre  of  Pennsylvania, 


An  aide  to  Senator  Rocke- 
feller said  interest  in  the  leg- 
islation extends  to  senators 
with  no  steel  plants  in  their 
district.  “They  are  saying  if 
we  let  this  happen  with 
steel,  next  it  will  be  an 
industry  in  my  district" 
While  the  industry  and  its 
supporters  in  Congress  are 
building  pressure  on  the 
White  House  for  action, 
importers  say  the  industry 
has  exaggerated  its  pain. 
Fujio  Ono.  chairman  of  the 
Japan  Steel  Information  Cen- 
ter, last  week  said  claims 


about  the  “dire  situation"  of 
the  US  industry  and  the 
need  for  import  curbs  were 
“unjustified,  ill-considered 
and  counterproductive". 

He  said  the  steel  compa- 
nies themselves  increased 
imports  in  the  first  half  of 
1998,  when  US  miUc  could 
not  meet  demand.  “Demand 
for  steel  sheet  was  at  a 
record  high  level,  and  US 
steelmakers  were  operating 
at  maximum  capacity.  US 
steel  mills  dramatically 
increased  their  shipments  of 
higher  value-added  products 


helps  container 
shipping  sector 

five  5.700  container  ships 


Mexico’s  ailing  pig  producers 
struggle  to  save  their  skins 

dfeease^o  Vhra  n°^T^r+S  R0*  farmers'  beset  by  everything  from 
l ° 18  Wearing  thin-  Henry  Tricks  reports 

I 1 


Mexico:  . 

nwatprodocfiofi 

{tomes  ra} 


sides  of  the  main 
nuui  into  U Piedad,  the 
town  ut  the  centre  of 
.••exien's  pork  producing 
rt-nnn.  is  littered  with  car- 
iii.vAs  - not  of  pigs  but  of 
P;g  forms. 

Abandoned  barns,  broken 
v.  nulov.  >.  and  pig  pens  over- 
-nv’wn  with  weeds  tell  the 


Trade  Agreement  fNaflta) 
that  Mexico  entered  into  five 
years  ago  with  the  US  and 
Canada. 

Farm  leaders  have  called  - 
so  far  to  no  avail  - for  a 
suspension  of  the  phasing 
out  of  agricultural  tariffs 
under  Nafta.  They  want  this 
until  the  Mexican  govern- 


ing community,  whose  lead- 
era  worked  hand  in  glove 
with  the  ruling  Institutional 
Revolutionary  party  (PRD 
and  offered  bloc  votes  from 
peasant  formers  to  help  sus- 
tain the  grip  on  power  the 
party  has  held  since  1929. 

But  almost  two  decades  of 


farm 


■^tnry  iif  a backyard  industrv  men  crises 

“ stcn  sa  2M2SOTS 

ted  during  the  heyday  of  pre-  ” 

Nafta  optimism  and  before 
the  peso  crisis  of  1994. 

Farmers  have  also  begun 
warning  about  Mexico's 
incipient  free  trade  talks 
with  the  European  Union, 
and  demanded  any  treaty 
should  rule  out  export  subsi- 
dies on  EU  farm  products 

KSK  £■-  « » ” 

slaughter  hog  imports  to  threatens  to  become  one  of 


seen  so  many 
reverses  - from  disease  to 
dietary  changes  to  competi- 
non  rn.im  cheap  imports  - in 
the  Just  two  decades  that 
many  farmers  hare  simply 
given  up. 

For  the  stubborn  survi- 
Vors-  there  was  a rare 
munwni  of  triumph  early 
this  month  when  Mexico 
;uinuur.ccd  preliminary  anti- 

dumnim’ 


Mexico  entering  below  the 
reference  price  - considered 
the1  “normal  market  price"  - 
of  SI. OS  per  kg. 

The  duties  followed  an 
unusually  provocative  pro- 
test campaign  by  pork  pro- 
ducers that  reflects  a new 
trend  in  the  way  Mexican 
farmers  across  many  sectors 
pur  pressure  on  their  govern- 
ment over  trade  Issues. 

The  farmers  Insist  it  is  not 
.»  protectionist  campaign 
but  one  of  their  targets  te 
the  North  American  Free 


the  toughest  In  the  negotia- 
tions. even  though,  by  the 
time  any  deal  is  reached 
with  Brussels,  pig  and  poul- 
try exports  may  no  longer 
receive  subsidies. 

"If  their  products  are 
allowed  in  with  export  sub- 
sidies. it’s  going  to  be  open 
rebellion,"  warns  Antonio 
Ortiz,  bead  of  the  National 
Pork  Producers  Council  in 
La  Piedad.  “We’re  not  going 
to  be  sacrificed  again." 

Such  fighting  talk  used  to 
be  rare  in  the  Mexican  farm- 


A 


sector,  on  which  a 
quarter  of  the  population 
depends  for  its  livelihood. 
Patience  has  worn  thin 
In  December,  hundreds  of 
park  producers  protesting 
over  import  competition 
from  the  US  struck  directly 
at  Nafta's  spinal  cold,  block- 
ing the  Texas-Mexico  border 
crossing  in  Nuevo  Laredo, 
and  tying  up  all  trade  traffic 
for  2b  hours. 

Other  farm  sectors  are 
turning  to  professional  lob- 
byists and  public  relations 
companies  to  connter  the 
non-tariff  advantages  they 
say  VS  formers  have. 

After  a long  campaign,  the 
nation’s  poultry  producers 
have  won  a battle  to  block 
from  the  beginning  of  this 
week  imports  of  Avian  Influ- 
enza-ridden fowl,  having 
almost  eradicated  the  dis- 
ease with  a Sl30m  vaccina- 
tion drive  to  Mexico,  it  is 
say,  the  first  time  they 


have  persuaded  their  govern- 
ment to  impose  restrictions 
on  US  poultry  imports  for 
health  reasons  despite  a cor- 
don of  sanitary  barriers 
mocking  their  access  to  the 

Mexican  officials  acknowl- 
edge so-called  "backyard- 
meat  producers  are  handi- 
capped because  bank  credits 
to  small  fanners  have  been 
stalled  since  Mexico's  finan- 
cial crisis,  and  many  remain 
swamped  by  bad  loans.  That 
puts  them  at  a huge  disad- 
vantage to  US  farmers  who, 
in  addition,  are  among  the 
most  efficient  in  the  world. 
On  the  other  hand,  the 

trade  ministry  says  modern, 
well-capitalised  agro-indus- 
trial outfits  have  thrived 
since  Nafta  and  the  treaty 
has  provided  export  opportu- 
nities for  products  such  as 
tomatoes  and  avocados.  The 


ministry  points  to  a 54  per 
cent  rise  in  agricultural 
oqwrts  from  Mexico  to  the 
US  and  Canada,  from  SUbn 
in  1993  to  *5bn  to  1997,  as 
evidence  the  treaty  is  work- 
ing. 

The  pork  industry  is  dif- 
ferent. however.  While  the 
continued  presence  of  swine 
fever  in  Mexico  means  only 
one  of  the  country's  32  states 
is  permitted  to  export  to  the 
US,  live  pigs  aod  pork  pnx j. 
ucts  from  the  US  have  swept 
into  Mexico  as  prices  have 
tumbled  north  of  the  border 
and  the  Asia  crisis  has  weak- 
ened demand. 

Part  of  the  battle  stems 
from  cultural  differences.  In 
La  Piedad,  restaurants  do  a 
roaring  trade  to  deep-fried 
P>g  lips,  skin  and  trottere, 
which  most  Americans 
cringe  at  the  thought  of. 
Likewise,  Mexicans  love 


chicken  legs,  wings,  and 
claws,  while  US  consumers 
eat  mostly  chicken  breast. 
The  US  farmers,  who  used  to 
discard  those  unwanted 
parts,  have  realised  they  can 
be  sold  in  Mexico  at  a frac- 
tion of  their  production  cost, 
and  have  targeted  the  mar- 
kel  aggressively. 

The  imports  put  the  trade 
ministry  in  an  awkward 
spot,  because  it  wants  to 
ensure  a ready  supply  of 
cheap  food  for  Mexico’s  poor. 
But  that  is  increasingly  ini- 
toting  formers,  who  accuse 
the  government  of  relaxing 
quality  control  at  their 
expense. 

“AH  Tm  asking  of  my  gov- 
ernment  is  to  recognise  that 
I have  a constitutional  right 
to  protect  myself."  says 
Ennque  Dominguez,  head  of 
the  pork  producer's  lobby  to 
Mexico  City. 


A slowdown  in  the  delivery 
of  new  ships  will  provide 
some  relief  for  the  hard- 
pressed  container  shipping 
sector  over  the  next  two 
years,  a survey  by  Contai- 
nerisation International 
said. 

Just  over  200  new  ships 
with  capacity  for  307,400  20ft 
containers  will  be  delivered 
this  year,  expanding  total 
capacity  in  the  sector  by  7 
per  cent. 

A further  100  ships  with 
space  for  254,000  containers 
are  expected  to  be  delivered 
to  2000,  an  increase  of  4 per 
cent  Both  years  represented 
a slowdown  on  1998.  when 
container  “slots"  increased 
by  12  pa-  cent.  Cl  said  its 
latest  yearbook. 

The  container  lines  have 
had  to  cope  with  chronic 
overcapacity  which  has 
depressed  returns  and  led  to 
a spate  of  mergers  in  recent 
years.  Last  week  Maersk 
Line,  the  largest  container 
shipping  group,  agreed  to 
acquire  the  container  line 
business  of  Saftnarine  and 
Rennies  Holdings,  the  South 
African  group. 

A further  boost  to  returns 
would  come  from  an  expec- 
ted increase  in  the  scrapping 
of  older  vessels,  the  report 
said.  Ships  accounting  for 
capacity  of  between  80,000 
and  120.000  containers  would 
be  scrapped  in  each  of  the 
next  two  years. 

Many  of  the  vessels  to  be 
scrapped  were  built  to  the 
earIy-to-mid-2S80s  with  lower 
grade  steel  and  with  engines 
now  regarded  as  too  slow. 

The  trend  towards  larger 
yessels  was  also  accelerat- 
Cl  said.  Ships  capable  of 
carrying  more  than  4,500 
containers,  which  makes 
them  too  large  to  sail 
Dirough  the  Panama  Canal 
currently  accounted  for  8 per 
cent  of  all  container  slots 
out  this  would  rise  to  10  oer 
cent  by  3001. 

Maersk  brought  into  ser- 
vice more  6,000-6.600  con- 
tainer vessels  while  P&o 
NedUoyd  took  delivery  of 


into  its  Europe- Asia  service, 
Maersk  consolidated  Its 
position  at  the  top  of  the 
league  with  capacity  for 
346.000  containers,  ft  was  fol- 
lowed by  Evergreen-Unigiory 
Marine  with  280,000  and  P&O 
Nedlloyd  with  251.000.  Medi- 
terranean Shipping  moved 
up  from  eighth  to  fourth 
position  in  the  table  with 
221.o«}. 

The  number  of  container 
landed  or  shipped  through 
port  rose  10  per  cent  to 
nearly  264m  in  1997. 

Hong  Kong  remained  the 
busiest  port,  handling  14.57m 
containers,  followed  by  Sing- 
apore  With  14.13m  contain- 
ers. 

The  Japanese  ports  bad  a 
lean  year  with  Tokyo  and 
Yokohama  barely  matching 
the  previous  year’s  volumes. 

The  container  leasing  sec- 
tor had  taken  “a  severe 
in  recent  years 
^dtb  little  prospect  for 
improvement  in  1999,  Cl 
said.  Daily  rental  rates  fell  to 
a 10-year  low  in  1998  and  in 
real  terms  were  at  their  low- 
est point  ever. 

Consolidation  of  the  con- 
tainer shipping  sector  during 
the  mid-1990s  brought  about 
a reduction  to  purchases  of 
new  containers  and 
depressed  prices.  This  per- 
suaded many  ocean  carriers 
to  invest  in  their  own  con- 
tainers rather  than  lease 
them. 

The  price  for  new  boxes 
fell  by  more  than  30  per  cent 
between  1995  and  1998  and 
helped  push  down  rental 
rates  as  well.  The  rate  for  an 
average  20ft  box  under  a 
master  lease  fell  from  S1.S5 
a day  in  1995  to  81.20  in 

2998. 

Usage  rates  have  fallen 
too,  with  an  estimated  15  per 
cent  of  the  total  stock,  or 
more  than  860.000  contain- 
ers. Idle  at  depots  around  the 
world. 

Reader  link  Subscription 
Services.  Audit  Rouse . 360 
Field  End  Road.  Ruislip. 
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BRITAIN 


NORTHERN  IRELAND  ASSEMBLY  PLANS  APPROVED  AS  PREMIER  EMPHASISES  NEED  FOR  IRA  WEAPONS  HANDOVER  t^jj  J.ggg5 

Unionist  chief  wins  executive  vote  g^lLr 


FT  Reporters 
in  London  and  Dublin 

David  Trimble,  leader  of  the 
pro-British  Ulster  Unionist 
party,  won  a much  needed 
boost  yesterday  when  the 
new  Northern  Ireland  assem- 
bly voted  to  approve  the 
planned  power  sharing  exec- 
utive. 

Unionists  hostile  to  the 
1998  peace  accord  failed  to 
muster  more  votes  than 
those  supporting  the  settle- 
ment. 

Roy  Beggs,  a UUP  assem- 
bly member  who  threatened 
to  vote  with  the  unionists 
opposed  to  the  accord,  sided 


with  Mr  Trimble.  It  meant  29 
unionists  voted  for  the 
power  sharing  arrangements 
to  enable  the  regional  execu- 
tive to  open.  A farther  29 
hostile  to  the  accord  voted 
against.  The  total  vote  in 
favour  of  the  power  sharing 
arrangements  was  pushed  to 
77  by  nationalist  parties. 

The  new  structures  will 
involve  10  ministries  and  six 
cross-border  bodies,  which 
will  implement  policy  in 
co-operation  with  the  Irish 
republic.  The  assembly’s 
move  paves  the  way  for  Mo1 
Mowlam,  chief  Northern 
Ireland  minister  in  the  UK 
. government,  to  authorise  the 


formation  of  the  decision 
making  executive  by  the 
scheduled  date  of  March  10. 

Mr  Trimble,  Northern 
Ireland's  first  minister, 
insists  Sinn  Ffein,  political 
wing  of  the  Irish  Republican 
Army,  cannot  take  up  the 
two  seats  to  which  it  is  enti- 
tled' on  the  executive  until 
the  republican  paramili- 
' taries  start  Crating  m their 
weapons. 

At  a meeting  in  London, 
Tony  Blair,  UK  prime  minis- 
ter, yesterday  impressed  on 
Gerry  Adams;  Sinn  Ffiin 
leader,  need  for  decom- 
missioning to  connneoca. 

Mr  Blair’s  spokesman  later 


said:  “Both  sides  reiterated 
that  nobody  in  Northern 
Ireland  would  forgive  any  of 
the  parties  if  this  agreement, 
and  all  the  work  that  has 
gone  into  the  agreement, 
was  allowed  to  faQ." 

Explosives  were  seized  by 
police  yesterday  in  west  Bel- 
fast Police  officers  said  they 
wore  weapons  belonging  to 
the  IRA.  They  included  a 
loaded  Armalite  rifle,  a large 
amount  of  ammunition  and 
loaded  coffee-jar  bombs, 
police  added. 

Mr  Adams  said  Mr  Trimble 
would  be  strengthened  by 
the  assembly  vote.  “None  of 
us  can  afford  to  let  this 


agreement  go  down.  Neither 
David  Trimble  nor  any  of  the 
other  players  can  afford  to 
see  what  we  have  built  tip 
collapse,"  he  added.  Martin 
McGuinness.  Sinn  Ffiin  nhlgf 
negotiator,  said:  “This  is 
another  good  day  for  the 
peace  process." 

On  decommissioning,  Mr 
Adams  repeated  Sim  F&n's 
view  that  there  can  he  no 
preconditions  on  the  party 
taking  its  seats. 

Bertie  Ahern,  Irish  pre- 
mier, said  it  was  not  reason- 
able to  expect  the  executive 
to  be  put  in  place  without  a 
compromise  on  decommis- 
sioning. 


Internet  service  groups  face’ 
challenge  from  free  providers 


The  surge  in  free  access  to  the  web  poses 
a serious  threat  to  companies  still  imposing 
monthly  charges,  says  Christopher  Price 


Free  access  to  the  internet 
will  he  bad  news  for 
many  of  the  estimated 
300  internet  service  provid- 
ers in  the  UK,  where  few 
local  phone  calls  are  free. 

The  past  two  weeks  have 
seen  Toys  R Us.  British  Tele- 
communications and  the 
Tesco  retail  chain  announce 
free  access  services.  Line 
One  - a joint  venture 
between  BT,  United 
News  & Media  and  the  News 
International  offshoot  of 
Rupert  Murdoch's  media 
empire  - is  also  expected  to 
join  the  trend. 

The  Toys  R Us  initiative 
was  new  but  two  of  the  other 
sendees  previously  charged 
subscribers  a monthly  fee. 
BTs  dick  made  its  revenues 
from  higher  call  tariffs. 

‘ The  moves  are  a direct 
response  to  Freeserve,  the 
free  internet  service 
launched  by  Dixons,  the 
electrical  retailer,  last  Sep- 
tember. In  five  months  it  has 
attracted  more  than  im 
users  - 40  per  cent  from 
existing  internet  service  pro- 
viders. Freeserve  makes  its 
money  from  advertising. 


sponsorship  and  electronic 
commerce.  The  service  has 
been  so  successful  that  Dix- 
ons has  brought  forward  Its 
break-even  date  from  the 
end  of  this  year  to  April 

John  Clare,  chief  executive 
of  Dixons,  believes  other 
ISPs  will  have  to  follow 
Freeserve’ s lead.  “Paid-for 
ISPs  are  going  to  have  to 
remodel  their  businesses. 
There  may  be  some  niche 
players  who  will  offer  val- 
ue-added services  where  a 
monthly  charge  might  be 
sustained.  Bat  the  mass  mar- 
ket gateway  to  the  internet 
will  be  free." 

But  Frank  Keeling,  mar- 
keting director  of  America 
Online  UK,  the  UK's  second 
biggest  ISP,  believes  val- 
ue-added services  are  the 
key,  “AoL  is  not  like  an 
average  ISP  - we  offer  our 
subscribers  an  opportunity 
to  join  a community  with  a 
variety  of  services.  People 
are  willing  to  pay  for  a pre- 
mium online  service." 

Subscribers  to  AoL  pay 
between  £4B5  ($8)  and  £1635 
a month  for  access  to  the 
internet  and  to  AoL’s  con- 


tent, including  rfrat  and  elec- 
tronic commerce. 

Mr  Keeling  admits  the 
group  keeps  prices  under 
review  in  response  to  the 
flurry  of  free  services. 

John  Swinge  wood,  BT*s 
director  of  internet  and  mul- 
timedia services,  says  the 
decision  to  make  BT  Click 
free  came  in  response  to  con- 
sumer demand.  « 

But  BT*s  other  internet 
service,  with  about  180,000 
subscribers  paying  £10  a 
month,  will  remain.  “There 
is  a need  for  a feature-rich 
ISP  service  that  people  are 
willing  to  pay  for,"  he  says. 

David  Furniss,  marketing 
director  of  Demon,  agrees. 
“Our  users  want  more  ser- 
vices than  an  ordinary  ISP 
can  deliver,"  he  says. 

Nick  Gibson,  internet  ana- 
lyst at  Duriacher,  the  invest- 
ment bank,  says  subscrip- 
tion-based ISPs  will  come 
under  increasing  pressure  to 
differentiate  themselves. 
Many  of  the  smaDer  ISPs  are 
already  offering  web  hosting 
and  site  design  services. 

He  also  believes  features 
such  as  high-speed  access 
and  reliability  of  connection 
will  be  increasingly  impor- 
tant issues,  particularly  for 
businesses.  This  is  supported 
fry  Laurence  BladaO,  chair- 
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man  of  Internet  Technology 
Group,  the  UK’s  biggest 
Independent  ISP.  He  intends 
to  charge  business  custom- 
ers for  the  services  they 
require  - such  as  additional 
web  spaces  - and  launch  a 
free  ISP  far  consumers. 

But  far  Freeserve  to  pros- 
per it  must  deliver  “eye- 
balls" to  advertisers  and 
e-commerce  sites.  To  do  this. 


it  must  make  its  home  page, 
where  all  users  start  their 
internet  visit  as  attractive 
as  possible.  It  is  signing  up 
content  companies  to  pro- 
vide the  services  established 
ISPs  see  as  differentiating 
them,  such  as  games  and 
financial  services. 


Online  booking, 
Management  ft  Technology 


insurance 
for  crews 

By  NBchad  SkapMotr, 

Aerospace  Correspondent 

British  Airways  has  told  Its 
staff  that  they  will  be  com- 
pensated if  they  are  injured 
while  trying1  to  restrain  vio- 
lent passengers. 

BA  said  it  bad  changed  its 
insurance  cover  so  that 
employees  can  be  compen- 
sated without  having  to 
prove  the  airline  was  negli- 
gent Compensation  wm  be 
available  to  both  flight  and 
ground  crew. 

Last  week  12  passengers 
allegedly  Involved  in  a mid- 
air brawl  returned  to  the  UK 
after  being  thrown  off  an 
Airtours  flight  to  Jamaica 
that  was  diverted  to  Norfolk, 
Virginia. 

David  Hyde,  BA’s  safety 
director,  told  the  airline’s 
staff  newspaper:  “It’s  impor- 
tant that  our  people  feel  they 
have  British  Airways'  full 
backing  when  tackling  dis- 
ruptive passengers.” 

BA  said  it  made  the 
change  to  its  policy  after  dis- 
cussions with  its  unions. 
“This  is  to  give  people  fhe 
confidence  to  tackle  violent 
and  disruptive  passengers 
knowing  that,  in'  the 
unlikely  event  of  of  bodily 
injury,  they’re  covered  by 
their  airline,”  BA  said. 

The  airline  said  it  suffered 
266  incidents  on  its  flights  in 
the  year  to  April  1996.  Of 
those,  17  passengers  had  to 
be  forcibly  restrained. 

Yesterday,  a 29-year-old 
man  pleaded  guilty  to  endan- 
gering a BA  flight  from  Lon- 
don to  Bangkok  in  January. 
Magistrates  in  London  heard 
the  man  attacked  passengers 
and  smashed  an  inside  win- 
dow after  drinking  three  , 
double  whiskies.  He  will  be 
sentenced  next  month. 

Neville  Kesselman,  prose-  i 
curing,  said:  “Just  as  there  , 
are  restrictions  on  smoking 
in-flight  for  reasons  of  com- 
fort of  passengers,  so  there  is 
an  arguable  case  for  a 
restriction  in-flight  of  con- 
sumption of  alcohol  for  rea- 
sons of  the  safety  of  passen- 
gers." 


_ _ NEWS  digest 

NATIONAL  CRIMINAL  INTELLIGENCE  SERVICE 

Triads  behind  credit  card 
fraud  increase,  say  police 

Triad  gangs  are  behind  a trig  increase  in  credit  card  fraud 
in  Britain,  the  National  Criminal  Intelligence  Service 
revealed  yesterday.  The  centralised  police  agency  esti- 
mates that  losses  Incurred  by  legitimate  issuers  as  a result 
of  the  use  of  counterfeit  cards  tripled  between  1994  and 
1998  and  stands  at  around  C26m  {$42m)  per  annum.  An 
estimated  80  per  cent  of  the  counterfeiting  is  being  organ- 
ised by  criminal  groups  based  in  Hong  Kong  and  Malaysia, 
using  small  mobile  factories  in  the  UK  to  produce  high 
quality  fakes,  NCIS  said.  “There  Es  dear  evidence  that 
organised  criminals  are  exploiting  the  payment  card  indus- 
try, using  counterfeit  cards  to  defraud  millions  of  pounds,” 
Wayne  Smith,  head  of  the  agency’s  Specialist  crime  unit 
'said.  Jimmy  Bums,  London 


THEECONOMY  

Inflation  unchanged  at  2.6% 

The  underlying  rate  of  inflation,  which  excludes  mortgage 
interest  payments,  increased  at  an  annual  rate  of  2.6  per 
cent  in  January,  government  figures  showed  yesterday. 

The  rate  was  unchanged  from  December,  and  stayed  0.1 
percentage  point  above  the  government’s  target  of  2.5  per 
cent  Tire  figures  caused  surprise  in  the  City,  where  most 
forecasters  had  expected  a fall  in  the  underlying  rate. 
Melanie  Carroll,  London 


Fujitsu  plant  for  sale 

The  £370m  ($603m)  Fujitsu  semiconductor  factory  In 
north-east  England,  which  closed  last  year,  has  been  put 
up  for  sale  for  only  £12m,  it  was  disclosed  yesterday.  The 
taskforce  set  up  to  deal  with  the  effects  of  the  closure  has 
hired  Healey  and  Baker,  the  international  estate  agents,  to 
market  the  eight  year  old  factory  at  Newton  Aycfiffe.  The 
agents  are  writing  to  1,700  companies  worldwide.  Fujitsu 
blamed  the  closure  on  the  decline  in  the  global  microchip 
market  The  company  pledged  to  keep  the  plant  fit  for 
microelectronics  use  until  a review  at  the  end  of  February, 
ft  may  then  move  out  the  semiconductor  equipment  but 
continue  to  maintain  the  plant  in  the  hope  that  a buyer  can 
be  found.  Talks  are  continuing  to  sell  it  for  microelectron- 
ics production.  Chris  Tighe,  Newcastle  upon  Tyne 


SHI  PB^ILJDING 

Kvaemer  yard  warns  ministers 

The  future  of  the  Kvaemer  Govan  shipyard  on  the  River 
Clyde  in  central  Scotland  remained  uncertain  yesterday 
after  Lord  Macdonald,  the  Scottish  industry  minister,  and 
trade  union  leaders  failed  to  secure  guarantees  from  KjeU 
Abnskog,  the  Anglo-Norwegian  engineering  group's  new 
chief  executive.  The  yard  recently  failed  to  reach  the  short- 
list for  a UK  government  order  and  will  run  out  of  work  by 
June  without  more  orders.  Mr  AJmskog  told  the  delegation 
the  Govan  had  almost  never  made  a profit  In  the  10  years 
Kvaemer  had  owned  it  James  Buxton,  Edinburgh 


No-fee  web  use  offered  to  schools 


IMT  Conference 


Stamlkgrtt 
Education  Cofrapoodent 

Children,  parents  and 
teachers  are  to  get  free  inter- 
net access  and  an  e-mail 
address  under  a deal  for 
schools  unveiled  yesterday 
by  Voss  Net  the  computer 
consultancy. 

The  deal  - a partnership 
with  Free  Computers  for 
Education,  a charity  - win 
mean  Voss  Net  going  head  to 
head  with  Dixons,  the  elec- 
trical retailer,  which 
launched  the  first  free  inter 
net  service  last  year. 


But  In  a bid  for  market 
supremacy  Voss  Net  has 
promised  to  {dough  back 
some  profits,  accrued 
through  the  use  of  the  tele- 
phone lines,  into  the  educa- 
tion system. 

Voss  Net  also  plans  to  run 
a cheap  help  sendee  and 
keep  the  system  free  of 
advertising  - likely  to 
appeal  to  parents  worried 
their  children  could  be  vul- 
nerable to  unscrupulous 
salesmen. 

The  ground-breaking  four- 
year  deal  - backed  by 
Rotary  International,  which 


will  market  the  service  in 
1300  dubs  around  the  coun- 
try - will  enable  pupils  to 
grin  access  to  the  internet 
after  school. 

It  reinforces  a move  by 
ministers  to  set  up  a £700m 
($1-I4bn)  “national  grid  for 
learning”  by  hooking  up 
every  school  to  the  internet. 

Voss  Net  yesterday  said  it 
would  raise  up  to  £125.000 
through  a placing  of  hew 
ordinary  shares  at  6p  per 
share  to  raise  waiting  capi- 
tal far  the  project 
• A consortium  led  by  ICL, 
the  Japanese-owned  informa- 


tion technology  services 
group,  has  been  selected  as 
the  preferred  bidder  for  a 
£500m  contract  to  requip 
Customs  & Excise  with  new 

IT  and  tBlecomnignlcatinnfi 
systems,  Christopher  Price 
writes. 

The  move  means  that  the 
consortium  - which  also 
indudes  Racal,  Mitsubishi 
and  Microsoft  - will  begin 
negotiations  with  the  gov- 
ernment over  the  final 
details  of  the  deaL  A consor- 
tium led  by  British  Telecom- 
murd cations  was  the  other 
potential  bidder. 
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By  ahn  Cookson,  David 
ifflgMon  and  Jofm  WStman 

Tony  Blair,  the  prime 
minister,  yesterday  accused 
the  opposition  Conservative 
party  and  parts  of  the  media 
of  a "stampede"  over  geneti- 
cally modified  roods  as  a sci- 
entific campaign  began 
against  a ban  on  GM  crops. 

The  prime  minister 
.strongly  defended  Lord 
Sainsbury,  the  science  minis- 
ter. against  charges  that  he 
faced  a conflict  of  interest 

Lord  Sainsbury  admitted 
he  owned  patents  connected 
to  biotechnology.  He  also 
has  shares  in  the  J Sains- 
hury  supermarket  chain,  a 
former  family  business.  Both 
the  patent  and  the  shares 
wore  transferred  to  a Wind 
trust  when  he  Joined  the 
government. 

The  Conservatives  were 
behaving  with  “hypocrisy 
and  total  opportunism"  in 
renewing  calls  fw  konl 
Sainsbury'*  resignation,  the 
prime  minister  said,  and  the 
“hounding"  of  him 
“unptais.'tnt  and  wrong** . 

John  Redwood,  the  Con- 
servatives’ chief  Industry 
spokesman,  said  Lord  Sains- 
bnry’s  revelation  strength- 
ened the  case  for  Wm  to  be 
turret!  from  any  role  In  bio- 
technology policy.  But  Mr 
Muir  insisted  he  had  fol- 
lowed  ministerial  rides  "to 
the  litter**. 

Sir  Robert  May.  the  gov- 


ernment's chief  scientific 
adviser,  said  Lord  Sainsbury 
played  no  part  in  discussions 
an  government  policy  on  GM 
foods. 

But  he  conceded  there 
may  have  been  a public  “per- 
ception” of  a conflict  of 
interest 

Six  of  the  UK’s  leading 
biologists  earlier  HhaTiangwH 
claims  that  work  by  Arpad 
Pusztai,  a researcher  at  the 
Rowett  Institute  in  Aber- 
deen, Scotland,  showed  GM 
potatoes  damaged  the 
Immune  system  and  vital ' 
organs  of  rats. 

Dr  Pusztai  was  forced  to 
retire  from  the  institute  last 
year  after  releasing  his 
results  to  a television 
researcher. 

The  institute,  reacting  to  | 
accusations  that  it  was  sup-  i 
pressing  Dr  Pusztai’s  find- 
ings, released  the  report  he 
wrote  in  reply  to  a commit- 
tee of  outside  specialists.  H 
said  the  researcher  had 
refused  to  respond  to 
repeated  requests  to  provide 
papers  for  publication  on  his 
work. 

The  institute  also  denied  it 
had  been  influenced  in  forc- 
ing Dr  Pusstu's  retirement 
by  research  grants  from 
Monsanto,  tire  Hfc  sciences 
group  behind  many  of  GM 
. products.  Its  contract  with 
the  US  group  provided  less 
than  1 per  cent  of  its  income 
and  was  not  related  to  GM 
food. 


By  Chartes  Prebfik 

The  threat  of  substantial 
ftorttHps  against  UK  tobacco 
companies  being  sued  by 
lung  cancer  sufferers 
receded  yesterday  when  the 
Court  of  Appeal  in  London 
adjourned  a group  action. 

The  adjournment  was 
requested  by  lawyers  repre- 
senting a group  of  lung  can- 
cer suffers  after  a High 
Court  judge  last  week  ruled 
many  of  them  could  not 
bring  their  cases  to  court 
because  they  had  started 
legal  proceedings  too  late. 

The  news  boosted  dares 
in  Imperial  Tobacco  and  Gal- 
lahar.  Imperial,  which  makes 
Lambert  & Butler  and  John 
Player  cigarettes,  rose  43p  in 
London  to  dose  at  754'Ap. 
Gallaher,  whose  brands 
Include  Benson  and  Hedges 
and  Silk  Cut.  rose  21p  to  end 
the  day  at  444p. 

Gallaher  said  the  plain- 
tiffs' law  firms,  Leigh  Day* 
and  Irwin  Mitchell,  asked  for 
the  adjournment  to  enable 
them  "to  consider  with  their 
clients  the  future  of  this  liti- 
gation”. The  hearing  had 
been  due  to  b^ln  yesterday 
but  no  new  date  has  been  set 
for  it 

Jonathan  Fell,  an  analyst 
at  Merrill  Lynch,  said:  “It 
looks  as  if  the  Leigh  Day 
action  might  fold.  It  was 
important  tire  tobacco  com- 
panies didn't  lose  this  case.” 

Lawyers  for  the  plaintiffs 


declined  to  comment.  Some 
industry  observers  said  the 
adjournment  could  trigger 
an  out-of-court  settlement 
but  Gallaher  and  imperial 

have  lung  nrmintaimv!  they 

would  not  settle 

The  companies  fece  total 
claims  of  about  £2.6m.  or 
about  £50,000  each  from  52 
people  suing  them.  However, 
analysts  said  if  ♦Hp  ground- 
breaking, legal  action  were 
successful  it  could  open  the 
flood  to  “thousands”  of 
riwiflar  mw 

The  tobacco  companies 
claimed  a victory  over  the 
claimants  last  week  when  a 
judge  ruled  in  the  High 
Court  that  smokers  must 
bring  their  claims  within 
thw»p  years  of  diagnosis  of  a . 
smoking-related  illness.  He 
ruled  that  eight  of  the  orlgl-  1 
nal  rtarn-re  should  be  hatred 
because  they  were  filed  after 
this  deadline.  The  tobacco 
companies  said  a further  28 
of  the  remaining  44  plaintiffs 
could  also  be  affected  by  the 
three-year  deadline. 

The  adjournment  repre- 
sents the  second  blow  this 
week  for  the  anti-smoking 
lobby.  Proposals  for  National 
Health  Service  hospitals  to 
sue  tobacco  compares  were 
rebuffed  on  Monday  when 
the  government's  Depart- 
ment of  Health  warned  court 
action  would  require  new 
legislation,  which  the  gov- 
ernment did  not  intend  to 
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Online  booking  takes  off 


Lufthansa  plans  to  offer  more  than  just  travel  on 
its  website,  writes  Christopher  Price 


europe.com 


.Airline  travellers  have  never  bad 
it  so  good.  From  low-cost  opera- 
tors and  discounted  tickets 
through  to  budget  packages  and 

frequent  flyer  programmes, 
cheaper  and  more  available 
travel  abounds.  Throw  in  the 
fast-growing  online  booking  busi- 
ness. and  the  glowing  consumer 
picture  looks  complete. 

' Not  so  far  the  airlines 
themselves.  The  threats  and 
opportunities  these  developments 
have  thrown  up  are  many  and 
varied.  One  thing,  however,  is 
clear  cheaper  travel  means  pres- 
sure on  margins  - and  makes  the 
need  to  cut  costs  ever  more 
apparent. 

One  response  has  been  a raft  of 
alliances  and  partnerships  among 
operators,  underpinning  the  long- 
running  consolidation  in  the 
industry. 

Others  have  seen  the  arrival  of 
the  internet  - and  the  swathe  of 
self-styled  discount  ticket 
merchants  - as  an  opportunity  to 
examine  their  own  sales  systems. 

Predictably,  US  operators,  such 
as  American  Airlines  and  United 
Airlines,  have  led  the  way  in 
this.  However,  in  Europe,  Luft- 
hansa has  also  been  at  the  Fore- 
front or  online  initiatives,  which 
are  having  a rapidly  increasing 
bearing  on  its  business. 


Last  year,  for  example,  the  Ger- 
man group  had  revenues  of 
DUSOm  (S23.7m)  from  its  internet 
ticket  sales,  up  from  DM12m  in 
1997.  The  number  of  passengers 
booking  electronically  also  qua- 
drupled last  year,  to  some  41,000. 

While  these  figures  are  still  a 
very  small  proportion  of  the  air- 
line’s total,  ticket  sales  are  only 
part  of  the  Lufthansa  Internet 
strategy,  which  aims  to  broaden, 
the  group's  revenue  base,  as  well 
as  helping  to  reduce  costs. 

The  group  launched  its  drive 
into  the  internet  in  1995.  Stefan 
Pichler,  executive  vice-president 
of  sales,  says  the  Initial  aims 
were  threefold. 

First  was  the  opportunity  to 
cut  out  booking  agents'  fees 
through  the  sale  of  tickets  via  a 
Lufthansa  web  site.  "We  thought 
that  being  a global  company 
which  sells  its  inventory  globally, 
the  internet  would  be  ideal  for 
us,”  he  says. 

This  was  seen  as  particularly 
suitable  for  simple  tips  where 
travellers  did  not  need  advice,  or 
any  other  help  from  a travel 
agent 

“We  also  saw  the  opportunity 
to  get  closer  to  our  customers,” 
says  Mr  Pichler.  “We  recognised 
that  our  competitive  advantage 
would  move  on  from  being  the 
company  with  the  best  network 
to  one  which  knows  its  custom- 
ers best"  A global  customer  data- 
base became  a key  pianlr  in  Hip 
group’s  new  strategy. 

The  third  aim  was  to  continue 


the  company’s  technology  drive, 
which  had  already  embraced  Ger- 
many’s TOnline  system,  an  elec- 
tronic data  service,  and  CDRoms 
as  part  of  its  developing  elec- 
tronic booking  system. 

Today.  Lufthansa’s  web  offer- 
ings (its  main  site  is  vnow.luft- 
fuxnsa.com)  span  a multitude  of 
services  and  have  spawned  a 
clutch  of  awards.  Its  ZnfoFZyway 
service  enables  online  booking 
and  participation  in  schemes 
such  as  the  discount  fare  pro- 
gramme. 

.The  airline's  frequent  flyer 
grfiptnp,  Miles  and  More,  ran  also 
be  joined  via  the  internet  and 
members  are  able  to  access  their 
accounts. 

Perhaps  the  most  innovative 
service  is  Lufthansa’s  online 
hooking  service  to  embrace  more 

than  70Q  airHnoc 

Travellers  can  book  tickets  via 
the  German  group’s  site  24  hours 
a day  as  well  as  get  flight  infor- 
mation. Some  5 per  cent  of  Luft- 
hansa’s ticket  sales  are  now  sold 
for  other  airlines. 

“It  widens  our  revenue  base 
and  also  promotes  customer  loy- 
alty for  using  us  even  when  we 
are  not  the  airiinn  doing  the  fly- 
ing,” says  Mr  Pichler. 

Lufthansa's  business  travellers 
are,  perhaps  not  surprisingly,  the 
most  enthusiastic  users  of  the 
internet  service.  Forty  per  cent  of 
tickets  booked  are  either  busi- 
ness or  first  class. 

Almost  half  of  these  are 
electronic  tickets,  where 
travellers  collect  their  boarding 
passes  on  arrival  at  the  airport 
“It’s  convenient  for  the 
passengers  and  cheaper 


for  us,”  comments  Mr  Pichler. 

Other  developments  are  afoot 
The  group  has  recently  started 
gaining  revenues  from  web 
advertising,  while  its  links  to 
other  airline  sites  may  also  have 
the  potential  for  future  revenue 
leverage. 

And  while  bookings  can  be 
madp  only  In  Wwgjjgh  and  Ger- 
man at  present,  the  group  is 
planning  to  launch  home  pages 
In  35  other  languages. : 

Baggage  tracing,  city  and  coun- 
try travel  guides,  tourist  informa- 
tion, and  iink«  to  hotels  and 
other  accommodation  are  also 
under  development  for  the  online 
traveller. 

But  Mr  Pichler  believes  the 
introduction  of  individual  e-mail 
for  its  400,000  registered  users, 
which  is  In  the  pipeline,  will  be  a 
crucial  development  In  strength- 
ening and  redefining  Lufthansa's 
relationship  with  its  customers. 

From  that  he  sees  the  internet 
developing  into  a platform  that 
will  enable. the  group; to  market 
other  services  and  products,  and 
deal  with  investor  relations  and 
recruitment 

Lufthansa’s  strategy  is  not 
without  risks.  The  investment  it 
is  TnairiTig  may  simply  slow  down 
the  stream  of  travellers  being 
tempted  away  by  different  ticket 
suppliers,  both  traditional  and 
online. 

However,  it  also  recognises 
that  the  internet  presents  an 
opportunity  to  add  value  to  its 
business  across  a number  of  dif- 
ferent levels.  These  may  be  hard 
to  measure  at  present,  hut  the 
benefits  could  eventually  be 


LOUISE  KEHOE 
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A virus  in  the  V alley 


Greed  ‘geeks’  are  giving  Silicon  Valley  a bad 
name,  but  will  they  blunt  its  cutting  edge? 


Silicon  Valley  Is  becoming  as 
well  known  for  its  wealthy 
inhabitants  as  it  Is  for  its 
technology  start-ups.  Locals  joke 
that  much  of  that  wealth,  can  be 
found  each  morning  “parked” 
involuntarily  on  Highway  101, 
the  freeway  that  cuts  through  the 
valley  north  to  south. 

Flashy  cars,  traffic  congestion, 
the  high  cost  of  housing  and 
stock  option  prices  Is  the  banter 
of  the  valley's  high-tech  “geeks” 

— dicpiwriwg  their  enthusiasm  for 
technology,  new  products  and  - 
gossip  about  competitors. 

This  trend  worries  some  valley 
veterans,  who  complain  that 
there  is  for  too  much  focus  on 
money  these  days  and  too  little  of 
the  pioneering  spirit  that 
established  this  region  as  the 
world  capital  of  high-tech.  It  is 
not  tVia  handful  of  billionaires 
who  are  the  problem,  rather  it  is 
the  Ti»rt  few  tiers  of  people  with 
several  million  dollars  worth  of 
“paper”  - stock  and  stock 
options  - to  their  names. 

The  first  symbol  of  their 
success,  in  true  California  style, 
is  the  car.  There  are  three  Ferrari 
dealerships  in  Hib  Ran  Francisco 
Bay  Area  while  BWws  and 
Porches  are  a dime  a dozen,  it 
sometimes  seems.  On  perennially 
clogged  freeways,  these  vehicles 
cannot  get  their  owners  to  their 
destinations  any  fester  than  a 
banged-up  Ford,  but  with  their 
personalised  number  plates  they 
tell  the  world  that  these  drivers 
have  “made  it”. 

The  average  income  In  Silicon 
Valley  is  60  per  cent  above  the 
national  average.  In  the  fast 
growing  software  sector,  average 
annual  pay  is  more  than  390,000 
or  almost  three  times  the 
national  average.  Workers  in  the 

nranputer  and  rnmiminteationg 

sectors  squeak  by  on  an  average 
$73,000  a year.  And  new  college 
graduates  can  earn  more  in 
Silicon  Valley  than  on  Wall 
Street 

High  wages,  more  jobs,  more 
start-ups,  more  venture 
capital . . . more  wealth.  So  what  . 
is  wrong  with  this  prosperity? 
Heidi  Roizen,  who  describes 


herself  as  a “recovering 
entrepreneur”  and  one  of  the 
valley’s  “grey  hairs”  - although 
she  is  a young-looking 
40-something  — finds  plenty  to 
worry  about  She  recounts 
conversations  with  a man  who 
whined  about  netting  only  $25m 
from  the  sale  of  bis  company  and 
with  a couple  who  consider 
themselves  “failures”  because 
their  combined  annual  income  is 
only  $200,000.  Where  else,  she 
asks,  would  this  sound  normal? 

In  the  1980s,  when  Ms  Roizen 

founded  T-Maker,  a software 
company,  “nobody  talked  about 
liquidity  events’,  we  were  out  to 
create  the  technology  revolution, 
to  change  the  world  and  we 
assumed  the  money  would 
follow”,  she  says.  By  contrast, 
today’s  entrepreneurs  seem  to 
regard  technology  merely  as  a 
means  of  amassing  personal 
wealth,  she  complains. 

Some  people  blame  the  new 
money-grubbing  attitude  on  an 
influx  of  east  coast  business 
school  graduates  who  are  young 
enough  to  have  studied  the 
Silicon  Valley  “phenomenon” 
and  dow  fly  west  to  join  the  gold 
rush.  But  perhaps  the  clash 
between  “old”  and  “new”  money 
in  the  valley  has  more  to  do  with 
the  differing  outlooks  of 
“baby-boomers”  and  the 
baby-faced  “Generation  Xers”.  • 

Whatever  the  cause,  the 
question  is  whether  greed,  as 
some  of  us  would  label  it,  will 
undermine  Silicon  Valley, 
dampening  its  ability  to  create 
generation  after  generation  of 
new  technology  ventures? 

It  would  be  a mistake  to  rush 
to  judgment  One  of  the  essential 
elements  of  Silicon  Valley  culture 
is  its  welcoming  attitude  to 
immigrants  wbo  can  demonstrate 
their  tprhnningiraT  prowess  and 
entrepreneurial  zeaL 

For  at  least  as  long  as  most  of 
us  are  around  to  watch,  it  is  safe 
to  predict  that  the  valley  will 
remain  the  premia*  region  for 
high-technology  industry  and  the 
model  that  many  other  parts  of 
toe  world  will  attempt  to 
emulate.  The  question  is  whether 


it  wiR  he.  as  much  fun  as  it  has 
been  for  the  past  20  years- 


Most  of  the  popular  internet 
search  services  have  turned  into 
“portals”  that  rely  upon  users' 
struggles  to  navigate  the  world 
wide  web  to  ply  them  with  . 
advertisements  and  invitations  to 
make  e-commerce  purchases. 

‘ But  if  you  are  intent  upon 
searching  for  specific 
information,  the  top  name  portals 
are  often  disappointing:  They;  '■ 
throw  up  dozens  of  web  site 
addresses  that  often  seem 
irrelevant.  Metasearch  engines 
can  be  more  fruitful.  There  are  - 
several  available,  mast  of  which 
automatically  engage  a few  of  the 
well  known  search  services  and 
present  the  combined  results. 

One  such  service  is  Freeality 
(unmD.frtxaUty.com)  which 
provides  links  to  more  than  two 
dozen  search  services.  I am  a 
Freeality  fen  but  the  web-based  - 
service  did  not  match  the 
performance  of  Gopemlc  99  Plus, 
a search  program  that  similarly 
tallies  the  results  of  several 
“engines”,  eliminates  duplicates 
and  ranks  according  to  relevance. 

Copernic  Technologies  Is 
swimming  against  the  tide. 

Rather  than  creating  a web-based 
service,  the  Quebec  company.  . 
created  by  two  young  software 
enthusiasts,  is  frying  to  sell 
internet  search  software.  Free 
use  of  Copcmic’s  1998  search 
software  is  available  at  the 
company  web  site 
(teiDte.copcmic.com)  but  the  latest 
and  best  version  must  be 
purchased. 

Even  toe  idea  of  downloading 
software  is  fest  becoming  . 
anathema  among  web-sawy 
internet  users  but  Copemic’s 
software  might  be  worth  the 
effort.  In  a run-off  against  a 
colleague  using  Freeality.  I won 
easily  in  a search  for  who  it  was 
that  said:  “I  have  wasted  half  the 
money  I ever  spent  on 
advertising'but  I don’t  know 
which  half.”  (The  answer  is  (JS 
retail  mogul  John  Wanamaker.) 

It  is  a quote  that  even  the 
biggest  names  In  internet  search 
services  might  do  well  to  keep  in 
mind. 
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ERE  IT  IS  - THE  NEW  NAME  FOR  TWO  STRONG  PARTNERS. 


Together,  with  our  common  strengths,  we'll  be  able  to  reach 

THE  HIGHEST  GOALS.  WATCH  OUT  DAX,  HERE  COMES  . 


■=  W! 


Specialty  chemicals  now  have  a new  spelling: 
Degussa-Hflls  AG.  The  company  will  have 
46,000  employees  and  will  start  with  sales 
of  more  than  DM  20  billion.  Degussa-Huls  - 
an  attractive  new  international  company 
with  high  growth  potential  based  on  the 
combined  strengths  of  two  established  firms. 
Degussa-Huls  — the  latest  word  for  more 
expertise,  more  commitment,  more  innovation. 
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THE  ARTS 


Flying  peasant  heels  and  groat  good  humow  from  ofl  the  artists  In  Enrique  Martinets  varson  off  ‘CoppABa*  made  for  a good  owning 

Bold  design  for  a bravura  performance 

In  Toulouse  Clement  Crisp  enjoys  a boisterous  version  of  a much  misunderstood  masterpiece,  'Coppelia' 


Coppelia  should  always  be 
treated  as  a masterpiece,  even  if 
it  is  a masterpiece  misunder- 
stood. Delibes'  score,  like  his 
Sylvia,  is  the  equal  of  the 
Tchaikovsky  trilogy  in  musical 
and  dramatic  grace,  and  these, 
with  Lalo’s  Namouna,  are  the 
pinnacles  of  19th  century  ballet- 
music.  Coppilia's  narrative  is  no 
more  unlikely  than  that  of  Swan 
Lake  and  deals  with  both  the 
mysteries  of  alchemy  and  of 
happy  marriage. 

Coppeda’s  tragedy,  as  a work  of 
art,  is  that  it  was  bom  in  Paris  In 
1870.  just  as  the  Franco- Prussian 
war  was  to  sear  French  society, 
and  at  a time  when  French  ballet 
was  falling  into  decline.  CoppiUa 
was  really  saved  fbr  us  in 
Imperial  Russia,  where  it  was 
honoured  and  completely  re- 
choreographed.  It  is  an  odd 


Worried  by  incidents  of  cruelty 
during  the  Spanish  colonisation 
of  South  America,  In  1550  the 
Papacy  ordered  an  investigation 
to  take  place  in  the  town  of  Val- 
ladolid . The  inquiry  focused  on 
the  continent's  Indians,  the  vic- 
tims of  the  excesses,  could  be 
said  to  be  human  at  all.  Key 
questions  were  devised  to  act  as 
a test  were  the  Indians' capable 
of  Interbreeding  with  Spaniards? 
Did  they  laugh  at  the  antics  of  a 
European  clown?  This  stern, 
strange  debate  acts  as  the  centre- 
piece of  Jean-CIaude  Carri fere’s 
compelling  play  at  the  Thfefttre  de 
r Atelier,  La  Contravene  de  Valla- 
dolid. 

The  apparently  forbidding  con- 
frontation between  the  philoso- 
pher Supuhreda  and  a Dominican 
champion  of  the  Indians,  Barto- 
lorac  de  Las  Casas,  is  forged  into . 
ri vetting  drama  thanks  to  some 
brilliant  intellectual  exchanges 
and  exceptional  characterisation. 
With  lesser  acting,  the  play, 
might  have  dragged.  Superb  as 
Supulvcda.  Lambert  Wilson  Is  all 
cerebral  torment,  brilliant  to  the 
point  of  perversity  in  his  argu- 
ment that  Indians,  “bom  slaves, 
unhappy  without  masters",  were 
at  best  endowed  with  souls  of 
lesser  quality  than  Europeans. 

Jacques  Weber,  as  Las  Casas, 
renders  the  emotional  agony  of 
the  hapless  Dominican  with 
sobriety,  describing  tortures  and 
massacre  under  the  gaze  of  Rem- 


fact  that  neither  the  Kirov 
nor  the  Bolshoi  now  really 
bothers  with  it,  though  the 
Kirov  must  own  up  to  a repulsive 
version  by  Oleg  Vinogradov 
which  should  be  banned  from 
the  stage. 

It  was  Ninette  de  Valois  who 
brought  Coppelia  back  to  public 
recognition  when  she  acquired 
the  Imperial  Russian  version  in 
1983,  and  for  decades  it  was  one 
of  the  delights  of  the  repertory  - 
shades' of  Fonteyn  and  Pamela 
May,  Nerlna  and  Beriosova,  and 
so  many  more  enchanting  girls, 
coming  out  on  stage  af  curtain 
rise  to  curtsy  and  pout-at  the  doll 
Coppfelia  on  her  balcony. 

The  happy  news  is  that  next 
season,  returned  to  Co  vent  Gar- 
den. the  Royal  Ballet  will  revive 
this  de  Valois  staging,  with  its 
witty  Osbert  Lancaster  designs. 


THEATRE  IN  PARIS 


Any  attempt  at  tinkering  with  it, 
and  I and  a heavy  mob  of  ballet- 
lovers  will  come  and  take 
hostages. . 

The  Ballets  Russes  of  the  1930s 
also  played  CoppQia  - Danilova. 
Baranova,  Markova,  Slavenska. 
its  adored  heroines,  which  indi- 
cates the  sort  of  g it  needs 
- and  it  Is  as  a by-blow  of  this 
tradition  that  Enrique  Martinez 
made  a version  in  1968  for  Ameri- 
can Ballet  Theatre,  which 
also  owed  something  to  a produc- 
tion he  had  made  in  his  native 
Cuba. 

It  is  more  boisterous  than  the 
Russian  staging,  and  much  more 
so  th«i  the  pretty  old  Paris 
Opfera  version  which  has  unfortu- 
nately been  abandoned,  and  it 
has  more  bravura  about  it  than 
charm.  But,  as  I saw  at  the  week- 
end in  Toulouse,  it  retains  its 


appeal  for  a company  ready  to 
dash  in  to  its  dances  and  show 
off.  This  the  Ballet  du  Capitole 
certainly  did. 

The  staging  is  designed  in  bald 
primary  colours  and  shapes  by 
Bruno  SchwengL  The  usual  peas- 
ant fripperies  and  old  Galiaan 
architecture  are  banished,  and 
the  story  suffers  a bit,  too,  in  the 
general  briskness.  ("You  don’t 
care  much  about  Swanllda).  But 
the  Toulouse  dancers  are  indefat- 
igable, and  clearly  love  what  they 
are  called  upon  to  do. 

Mari  eke  Simons  skimmed  mer- 
rily over  the  choreographic  pit- 
falls  she  is  set,  and  played  Swan- 
ilda  as  a frightful  mime  - gentler 
feeling  only  surfaced  in  the  final 
act  - but  she  has  a lively  way 
with  her.  The  role  of  Frantz  is 
shadowy  in  any  staging  - a rov- 
ing eye  and  a decent  jump  is  an 


Plight  of  the  Indians 


Champion  ot  ttw>  lnttena:  Jacques  Weber  hi  Conboweree  da  Vafledofxf 


ard  Verley  as  the . serenely 
detached  papal  legate.  The  stage 
business  contrived  by  director 
Jacques  Lassalle  creates  all  the 
more  tension  fbr  bring  minimal. 
The  legate,  meanwhile,  in  twice 
tripping  over  a rickety  step, 
raises  the  nearest  this  tragedy 
gets  to  a smile,  literally  tumbling 
down  to  the  level  of  the  wretched 
Indian  family  who"  have -been 
shipped  over  to  Spain  for  dose 
and  inhumane  inspection. 

No  mere  historical  recreation, 
the  Valladolid  debate  goes 


beyond  colonialism  to  evoke  the 
idea  that  we  cannot  apprehend 
any  radical  human  or  cultural 
difference  without  in  some  way 
modifying  or  destroying  either  it 
or  ourselves.  Supulveda  believes 
God  is  not  Interested  in  Indians 
because  they  are  less  than 
human.  Las  Casas,  who  loves  and 
admires  them,  remains  dogma- 
bound  to  believe  they  require  sal- 
vation through  conversion  to 
Christianity.  It  all  ends  with  a 
twist  as  grim  as  it  is  simple.  The 
legate  concludes  that  Indians  do 


indeed  have  souls;  but  that  suc- 
cessful colonisation  necessitates 
finding  a labour  force  elsewhere 
- in  Black  Africa,  for  example. 

By  coincidence,  mid  16th  cen- 
tury Spain  is  on  the  bill  in 
another  Paris  theatre.  Starring 
France's  leading  male  cinema 
actor  Gferard  Depardieu  in  his 
first  stage  role  in  18  years,  Les 
panes  du  del  was  trumpeted  as 
the  theatrical  event  of  the  year 
when  it  opened  at  the  Th&ttre  de 
Paris.  The  first  night  of  this  first 
play  by  Francois  Mitterrand’s  Tor- 


WELSH  NATIONAL  OPEMPETER  GRIMES  __ 

A diabolical 
view  of  Britten 


that  is  called  for  - and  Minh 
Pham  does  his  duty  by  it,  and 
shows  a clean  technique. 

Coppfelius,  the  really  meaty 
role  fbr  a man,  can  seem  all  com- 
edy. but  there  are  darker  themes 
in  the  tale,  and  to'  his  credit, 
Michael  Rahn  made  him  both 
zany  and  mysterious;  the  two 
great  moments  in  Act  2,  when 
Coppelius  first  thinks  he  has 
created  life  and  then  knows  that 
he  has  been  duped,  were  admira- 
bly done. 

For  the  rest,  flying  peasant 
heels,  a version  of  the  ear  of  corn 
duet  that  is  utterly  unworthy  - 
Balanchine  once  joked  that  it 
was  the  basis  of  all  his  choreog- 
raphy - and  great  good  humour 
from  every  artist,  made  it  a 
happy  evening.  And  the  score 
remains  a marvel,  no  matter  how 
many  times  one  hears  it. 


mer  political  adviser  Jacques 
Attali  was  dutifully  attended  by 
all  major  politicians.  None  of 
which  of  course  makes  it  a good, 
or  even  a competent  play. 

The  action  of  Les  partes  du  del 
takes  place  on  19  September  1558. 
the  last  day  in  the  life  of  Spanish 
Emperor  Charles  Quint,  who 
spent  his  final  18  months  in 
retreat  in  the  monastery  of 
Yuste.  Our  disbelief  when  con- 
fronted with  barrel-chested 
Depardieu,  chomping  a chicken 
and  clamouring  for  jam  to  go 
with  it.  as  the  embodiment  of  the 
frail  Charles  could  possibly  have 
been  suspended  were  the  actor’s 
emotional  range  better  assured. 
As  it  is.  brusque  gear  changes 
between  muttering  and  sporadic 
bellows  express  nothing  more 
spiritual  than  chronic  bad  tem- 
per. Sprinkled  with  unmem  arable 
aphorisms,  the  text  does  nothing 
to  help.  Attali’s  haste  with  his- 
tory and  ignorance  of  Catholi- 
cism lends  the  anti-Protestant 
Charles  some  bizarrely  anti-cleri- 
cal sentiments,  among  other 
theological  nonsense.  The  plot, 
meanwhile,  threads  the  . story  of 
the  mysterious  assassination  of  a 
cleric  into  the  main  theme  of  a 
powerful  ruler  facing  death.  But  1 
the  latter  is  never  developed. 
Having  been  Mitterrand's  adviser 
is  evidently  not  enough. 

Nicholas  PoweiJ 


Andrew  Clark  is  not 

impressed  by  Peter 
Stein's  new  production- 

It  was  billed  in  advance  as  “the 
operatic  event  of  the  year”. 
Welsh  National  Opera’s  recent 
successes  have  been  such  that  we 
now  expect  every  production  to 
be  a winner  - most  of  all  a Peter 
Stein . Peter  Grimes.  When  the 
result  does  not  meet  expecta- 
tions, there's  an  understandable 
sense  of  let-down. 

Stein  is  not  solely  responsible. 
WNO's  music  director.  Carlo 
Birai.  is  so  wide  of  the  mark  in 
his  approach  to  Britten’s  idiom 
that  it’s  hard  to  recognise  the 
same  orchestra  which  excelled  in 
BiUy  Budd  last  season.  But  it 
was  not  for  Rlzzl’s  Crimes  that 
everyone  descended  cm  Cardiff's 
New  Theatre  on  Monday.  We 
wanted  to  know  what  one  of  the 
great  directors  of  our  time,  and  a 
German  to  boot,  would  make  of 
the  greatest  of  all  English 
operas.  Aside  from  an  illumina- 
ting programme  note,.  Stein 
made  very  little  of  it. 

Stein's  problem  is  that  he  has 
tried  just  about  everything  there 
is  to  try  in  the  theatre,  and  when 
he  tries  to  be  simple  again,  it 
just  doesn’t  work.  He  himself 
stands  in  the  way  of  simplicity; 
he  superimposes  straightforward 
acting  on  his  singers,  and  they 
react  like  puppets  on  a string. 
The  performance  refuses  to  take 
on  a life  of  its  own. 

This  Grimes  is  too  manicured 
to  be  realistic,  too  matter-of-tact 
to  develop  a psychological 
dimension.  Stein  sees  the  objects 
on  stage  - the  faithfully  copied 
A1  deburgh  boats,  the  late  Victo- 
rian costumes,  Peter’s  hut  - as 
“quotations  of  realism  In  the 
midst  of  more  or  less  abstract 
surfaces'*.  He  wants  it  every 
way.  It’s  not  only  Peter  who  is 
diabolical;  the  Borough  is  diabol- 
ical, everyone  is  an  outsider!  So 
who  Is  the  protagonist? 

Stein  is,  of  course.  Stein  is  the 
real  outsider.  We  don't  need  an 
artless  reconstruction  of  Grimes, 
we’ve  moved  on  from  that.  But 
Stein  “is  at  his  exercise’’.  This 
was  always  going  to  be  a tougher 
assignment  than  Otello,  Falstajf 
or  Pelleas.  Britten  is  not  neutral 
territory  - unlike  those  previous 
Stem/WNO  conquests.  Instead  of 
removing  Grimes  to  an  abstract 
world,  where  he  could  explore 


the  inner  drama  unfettered  by 
English  mimicry,  Stein  tries  to 
beat  the  English  at  their  own 
game. 

There's  nothing  wrong  with 
Stefan  Mayer's  set  — simple  char- 
coal surfaces,  a backdrop  of  sea 
meeting  sky  - or  Moidele  Bick- 
ers quaint  costumes.  I liked  the 
apprentice’s  cowering  reaction, 
Hhe  an  abused  dog,  when  Ellen 
first  put  an  arm  round  him  - it 
made  Grimes’s  cruelty  in  the  hut 
scene  all  the  more  believable. 
But  there  were  no  broken  char- 
acters among  Stem’s  gallery  of 
villagers.  The  pub  scene  was 
neat,  the  hunt  orderly.  It  was  a 
bit  a painting  purporting  to 
be  an  exact  copy  of  tbe  original: 
Werktreue  taken  to  a perverse 
extreme. 

Instead  of  removing 
Grimes  to  an 
abstract  world  where 
he  could  explore  the 
drama,  Stein  tries  to 
beat  the  English  at 
their  own  game 


As  Grimes,  John  Daszak  meta- 
morphosed diligently  from  poet 
to  psychiatric  case,  without 
imposing  himself  on  the  role 
vocally  or  histrionically.  Despite 
their  concentrated  efforts,  Janice 
Watson's  Ellen  and  Donald  Max- 
well's Balstrode  were  too  anony- 
mous to  establish  their  relation- 
ship with  Grimes.  Even  snch 
experienced  players  as  Ann 
Howard's  Auntie  struggled  to 
cross  the  footlights. 

These  inhibited  stage  perfor- 
mances should  have  been  leav- 
ened by  some  refinement  in  the 
pit  - especially  during  the  inter- 
ludes. when  the  safety  curtain 
was  lowered.  Unfortunately,  Riz- 
zi’s  conducting  was  anything  but 
refined.  He  glossed  over  the 
jagged  brass  syncopations  in  the 
storm,  treating  it  Hke  an  out- 
burst of  racy  pseudo-Expressiozl- 
ism.  The  second  interlude  had  a 
pristine  glitter,  the  passaraglia 
was  deafeningiy  shrill  — and  the 
choral  ensembles  sounded  like  a 
succession  of  noisy,  self-con- 
scious showpieces. 


hhfhtted:  John  Daszak  and  Janice  Watson 
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AMSTERDAM 


Netherlands  Opera,  Hat 
MuzMctheater 
Tel:  31-20-551  8911 
Carmen:  by  Bizet.  New  staging 
by  Andreas  Homoki,  conducted 
by  Edo  de  Waart.  The  designs 
are  by  Wolfgang  Gussmann  and 
Gabriele  Jaenecfce,  and  the 
cast  inductee  Carmen  Oprtsanu 
and  Martin  Thompson; 

Fab  18.21 

BRUSSELS 

OPERA 

tnMonnade 

Tel:  32-2-229  1211 

Lady  Macbeth  of  Mtsensk: 

conducted  by  Antonio  Pappano 

in  a new  staging  by  Stein  Wkiga, 

with  sets  by  Benoit  tXgsrdyn 

and  costumes  by  Jorge  dare; 

Feb  19. 21  ’ 

CARDIFF 

OPERA 

Welsh  National  Opera 
7W  44-1222-464  666 
Peter  Grimes:  by  Benjamin 


Britten.  Cario  Rizzi  conducts  a 
new  staging  by  Peter  Stein.  With 
sets  by  Stefan  Mayer  and 
costumes  by  Moidele  BIckeL 
Cast  includes  John  Daszak  and 
Janioe  Watson;  Feb  20  - 

CLEVELAND 

EXHIBITION 

Cleveland  Museum  of  Art 
Tel:  1-216421  7340 
www.demusan.com 
Diego  Rivera:  Art  and  Revolution. 
Major  retrospective  of  the  Latin 
American  painter  and  folk  here. 
Rivera  was  a pioneer  of  the 
moralist  movement,  and  his  work 
is  unique  in  20th  century  art.  This 
show  features  125  works  and 
Includes  pubfo  and  private  loam 
from  Europe,  Japan  and  Mexico; 
to  May  2 

GLASGOW 

OPERA 

Scottish  Opera,  Theatre  Roys! 
Tek  44-141-332  9000 
The  Magic  Fountain:  byOeBus. 
Conducted  by  Richard  Armstrong 

in  a new  staging  by  Aidan  Lang, 

with  designs  by  Ashley 
Martin-Daws;  Feb  20 

LONDON 

CONCERTS 
Barbican  Hall 
Tat  4+171-838  8891 

• London  Symphony  Orchestra: 
conducted  toy  Myuhg-Whun 
Chung  m works  by  Rachmaninov, 
wtth  piano  soloist  Jean-Yves 
TNbaudstr Feb  18 

• London  Symphony  Orchestra 
and  Chorus:  conducted  by 


Myung-Whun  Chung  in  Mahler’s 
Symphony  No.  2,  with  soprano 
Andrea  Dankova  and  alto  Sara 
Mingardo;  Feb  21 

OPERA 

English  National  Opera, 

London  Cofiseum 
Tek  44-171-632  8300 
Parsifal:  by  Wagner.  Conducted 
by  Marie  Oder  in  a new  staging 
by  ftfeotaus  Lehnhoff,  with  sets 
by  Raknund  Bauer  and  costumes 
by  Andrea  Schrnxtt-Futterer.  Cast 
includes  Kim  Begley  and 
Jonathan  Sumners;  Feb  17, 

20, 23 

LOSANGELES 

CONCERTS 

Dorothy  Chandler  Pavffion  - 
Tel:  1-213-365  3500 
Los  Angeles  Philharmonic: 
conducted  by  Esa-Pekka 
Salonen  in  the  world  premiere  of 
John  Adams'  Naive  aid 
Sentimental  Music.  Programme 
also  includes  worics  by  Haydn 
and  Schumann.  With  ce8o 
soloist  Heinrich  Schiff; 

Feb  19,  20.  21 

MANCHESTER 
CONCERTS 
Bridgewater  HaE 
Tek  44-161-907  9000 

• BBC  PhffiTarmonJc  conducted 
by  Peter  Maxwefl  Davies  si  the 
UK  premiere  of  A Reel  for  Seven 
Fisherman,  and  by  VassBy 
Sinmsky  in  worics  by  Beethoven 
and  Shostakovich,  with  piano  • 
soloist  Lera  Vogt  Feb  20 

• MfchajH  Pfatner.  radtai  by  the 
pianist  of  woriwby  Chopin,  Grieg 


and  Schumann;  Feb  17 

MUNICH 

CONCERTS 
PhBhannonie  Gasteig 
Tek  49-89-5481  3181 

• Munich  Philharmonic 
Orchestra:  conducted  by  Ingo 
Metzmacber  in  works  by 
Schubert  and  Henze; 

Feb  21, 22.23 

• Prague  Symphony:  conducted 
by  Tomfes  Koutnik  in  works  by 
Dvorak  and 

Mendelssohn-Bartholdy,  with 
violin  soloist  Pavel  Spord; 

Feb  19 

• Salzburg  Mozart  Orchestra: 
conducted  by  Hubert  Soudant  In 
works  by  Beethoven  and 
Tchaikovsky,  with  piano  soloist 
Valiry  Afanasslev;  Feb  20 

NEW  YORK 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tek  1-212-362  6000 
wwwjneU43era.org 
Moses  and  Aron:  by  Schoenberg. 
Conducted  by  James  Levine  in  a 
staging  by  Graham  Vick,  with 
sets  and  costumes  by  Paul 
Brown.  Cast  includes  Philip 
Langridge  and  John  Tomlinson; 
Feb-17,  20, 23 


NEWCASTLE 

CONCERT 
City  Hall 

Tefi  44-191-261  2606 
Royal  Liverpool  Philharmonic 
Orchestra:  conducted  by  JunlChi 
Hirokami  in  a programme  of 


French  musk:  including 
Carrteloube’s  Songs  of  the 
Auverge  and  Beriioz'  Symphonle 
Fantastique,  with  mezzo  soprano 
Della  Jones;  Feb  19 

PARIS 

CONCERTS 
SaDe  Pleyel 
Tel:  33-1-4561  6589 
Orchestra  de  Paris:  conducted 
by  Christoph  von  Dohndmyi  in 
works  by  Donatoni,  Bloch  and 
Beethoven.  With  cello  soloist  Eric 
Picard;  Feb  17, 18 

Th65tre  des  Champs  Elysfees 
Tek  33-1-4952  5050 

• Natalia  Gutman:  morning 
recital  by  the  cellist  of  works  by 
Bach  and  Hindemith;  Feb  21 

• Orchestra  National  de  France: 
conducted  by  Pinches  Steinberg 
in  works  by  d’lndy,  Saint-Saens 
and  Prokofiev,  with  piano  soloist 
Jean-PhiHppe  Col  lard;  Feb  19 

OPERA 

ThAatre  des  Champs  EJysees 
Tel:  33-1-4952  5050 
Opera  National  de  Lyon:  Zelmira, 
by  Rossini.  Conducted  by 
Maurizio  Benini  in  a staging  by 
Yannte  Kokkos.  The  title  role  is 
sung  by  MarieiEa  Devia;  Feb  17 

ROME 

EXHIBITIONS 

Galleria  Nazionale  d'Arte 

Modem 

Tel:  39-06-322  981 
Picasso  1937-1953:  The  Italian 
Years.  Around  70  works, 
including  paintings,  sculptures, 
ceramics  and  drawings,  from  the 


period  between  1937,  when 
Guernica  was  shown  at  the 
Exposition  Universelle  in  Paris, 
and  1953,  when  Picasso  himself 
organised  major  exhibitions  in 
Milan  and  Rome.  Includes  loans 
from  the  Picasso  Museum  In 
Parte;  to  Mar  14 

Palazzo  defle  Esposizioni 
Tel:  39-06-474  5903 
Algardi:  The  Other  Face  of  the 
Baroque.  First  major  exhibition 
devoted  to  Bernini's  great  rival, 
the  Bolognese  artist  Alessandro 
Algardi.  Includes  66  sculptures  In 

bronze,  terracotta,  marble  and 
silver,  and  47  drawings.  With 
major  loans  from  Europe  and  the 
US;  to  Apr  30 

Palazzo  Venezia 

Tel:  39-06-841  2312 
'700  Veneziano:  Capoiavori  da 
Ca’  Rezzonico.  Display  of  18th 
century  Venetian  art,  lent  by  the 
Venetian  museum  to  the  Palazzo 
Venezia,  which  once  housed  the 
city's  ambassador  to  Rome, 
includes  works  by  Canaletto, 
Guardi,  Longhi  and  Cartevarijs, 
and  Tiepolo’s  fresco  cycle  made 
for  his  villa  at  Zlanigo;  to  Feb  18 

THE  HAGUE 

EXHIBITION 

Gemeentemuseum 

Td:  31-70-3388  1111 
Sliver  from  the  time  of  the  United 
East  India  Company  (VOQ: 
display  of  silver  manufactured  in 
the  17th  and  18th  centuries  in 
former  Batavia,  by  Dutch  and 
other  European  silversmiths. 
Works  from  the  collection  are 
supplemented  with  Important 


private  loans;  to 
Mar  21 

TOKYO 
CONCERTS 
Suntory  Hall 
Tel:  81-3-3584  9999 

• NHK  Symphony  Orchestra: 
conducted  by  Eugeny  Svstlanov 
In  works  by  Prokofiev  and 
Beethoven,  with  piano  soloist 
Nikolai  Petrov;  Feb  17, 18 

• Yomiuri  Nippon  Symphony 

Orchestra:  conducted  by  Rafael 
Frubeck  de  Burgos  in  works  by 
Rodrigo  and  Falla,  with  guitar 
soloist  Kazuhfto  Yamashita; 

Feb  19 

TV  AND  RADIO 

• WORLD  SERVICE 

BBC  World  Service  radio  fbr 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 

Monday  to  Friday,  GMT: 

(XL30:  MoneyTtne  with  Lou  Dobbs 

13J30:  Business  Asm 

19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

• Businessffltarioet  Reports: 
05:07;  06:07;  07:07;  0820;  0920; 
1020;  1120;  1122;  1220;  1320; 
1420. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  LIFFE  as  the 
London  market  opens. 
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COMMENT  & ANALYSIS 


MARTIN  WOLF  . 


L’Etat,  c’est  quoi? 

France  triumphed  in  launching  the  euro..  Now  that  victory  is 
transforming  the  French  state 


The  euro  is  the  Elimination 
of  one  and  a half  decades  of 
French  planning.  With  Its 
arrival.  France  has  tamed 

Germany,  confounded  the 
UK.  launched  a rival  to  the 
dollar  and  thrown  the 
wicked  currency  traders  out 
of  the  European  temple. 

C'e$t  magnfflqtu.  But  will 
the  French  enjoy  the  fruits 
of  their  victory? 

In  1983,  the  failure  of 
‘'reflation  In  one  country" 
persuaded  the  Socialist 
government  of  Francois 
Mitterrand  to  abandon  what 
its  members  saw  as  the 
chimera  of  national 
independence.  Among  the 
country’s  intellectual  and 
bureaucratic  elite,  doubt  was 
then  at  an  end.  Whatever 
the  question,  Europe  was 
always  to  be  the  answer. 

Only  there  might  France 
gain  freedom  from  the 
tyranny  of  foreign  exchange 
markets  and  the  dominance 
of  the  US.  But,  first,  France 
had  to  persuade  its  powerful 
German  neighbour  to  share 
European  monetary 
hegemony.  There  was  only 
one  way  to  achieve  this  end: 
to  become  visibly  more 
German  than  the  Germans. 
This  was  a challenge  the 
French  took  up  with  great 
single-mindedness 

A necessary  condition  for 
success  had  to  be  the 
embrace  of  low  inflation. 
Fortunately,  the  elite  had 
already  concluded  that 
inflation  was  highly 
damaging  for  France.  Far 
better,  it  agreed,  to  enjoy 
low  inflation  and  a robust 
currency. 

Simultaneously,  it 
launched  a long  march 
through  the  European 
institutions.  The 
appointment  of  Jacques 
Delors  to  head  the  European 
Commission  in  1985,  the 
Single  European  Act,  the 
Delors  committee  report  of 
1989  on  economic  and 
monetary  union  and  the 


Maastricht  treaty  were  1 
stages  on  the  journey. 

Inflation  was  reduced, 
from  U.7  per  cent  in  1982  to 
2J&  per  cent  in  1990  and  0-3 

per  cent  in  the  year  to 
December  1998.  Today, 

France  is  inflation-free.  But 
this  war  has  been  a hard  one 
- and  was  made  Ear  more 
difficult  by  the  exchange 
rate  upheavals  that  followed 
German  unification.  It  may 
have  been  valiant,  but  was  it 
also  good  economic  policy? 

On  this,  the  performance  of 
the  real  economy  has  to 
raise  doubts. 

In  the  1960s  French  real 
economic  performance  had 
been  scintillating,  with 
growth  averaging  5%  per 
cent  and  unemployment  at 
less  thaw  2 per  cent  Since 
those  halcyon  days, 
deterioration  has  been 
virtually  continuous: 
average  growth  fell  to  2K  per 
cent  in  the  1980s  and  a 
miserable  1%  per  cent  in  the 
1990s.  As  growth  fell,  so 
unemployment  rose,  from  an 
average  of  4 per  cent  of  the 
labour  force  in  the  1970s,  to  9 


Whore  French  ) 
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per  cent  In  the  1980s  and 
more  than  11  per  cent  In  the 
1990s. 

Even  these  figures,  bad 
though  they  are,  foil  to  give 
the  full  dtwnai  picture.  The 
chart,  taken  from  the  latest 
survey  of  France  from  the 
Organisation  for  Economic 
Cooperation  and 
Development,  shows  that  the 
number  of  people  in 
unsubsidised  employment 
fen,  from  2L4m  in  1973  to 
op  qm  in  1997.  This  happened 
even  though  the  labour  force 
rose  from  22.1m  to  26.4m. 
Over  this  period, 
conventionally  measured 
unemployment  rose  to  5L2m 
(12.1  per  cent  of  the  labour 
force).  But  there  was  also  a 
rise  in  the  number  of  people 
employed  in  a host  of 
subsidised  job-creation 
schemes  to  29m  (109  per 
cent  of  the  labour  force). 
Subsidising  employment  can 
make  sense.  But  it  is  hugely 
disturbing  when  the 
proportion  of  the  labour 
force  unable  to  earn  its  keep, 
unaided,  is  more  than  23  per 
cent 
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This  calamity  of  slow 
growth  and  high  open  and 

disguised  unemployment 

cannot  be  explained  by  the 
franc  fort  alone.  On  the 
contrary,  those  who  argue 
that  France  has  suffered 
from  a host  of  rigidities  in 
product,  capital  and  labour 
markets  are  unquestionably 
correct  Nor  should  one 
ignore  the  deadening  impact 
of  a state  whose  total 
outlays  were  54  per  cent  of 
gross  domestic  product  in 
1998,  the  highest  in  the  -- 
group  of  seven  leading 
industrial  countries. 

Yet  structural  rigidities 
alone  are  insufficient  to 
OTpjpin  the  failure  of  the 
French  economy  to  generate 

employment  over  the  long 
term.  A more  plausible 

pyplanntifm  is  that  it  W8S  - 

only  the  pressure  from  a 
persistently  disinflationary 
macro-economic  policy  upon 
an  overly  rigid  economic 
system  that  did  so  much 
damage.  These  were  two 
blades  of  a pair  of  scissors.  ~ 
The  result  was  that  cyclical 
unemployment  became  long 
term  joblessness. 

The  intriguing  question  is 
whether  this  great 
geo-political  victory,  won  at 
such  high  economic  cost, 
wDI  prove  to  be  a Pyrrhic 
one.  The  answer  depends, 
above  all,  on  the 
performance  of  the  French 
economy  in  coming  years. 
Will  it  be  able  to  exploit  the 
opportunity  offered  by  low 
inflation  and  a Stable 
currency?  Or  is  it  still 
constrained  by  the  many 
rigidities  that  made 
disinflation  so  costly? 

There  Is  some  - albeit 
constrained  - reason  for 
optimism,  partly  because  of 
where  the  economy  now  is 
and  partly  because  of  some 
longer-term  policy 
improvements. 

Under  the  first  beading 
come:  shares  of  wages  in 
value  added  that  are  lower 
than  at  any  time  in  the  past 
three  decades;  wage 
moderation,  with  an  average 
nominal  increase  in  wages  of 
2.6  per  cent,  over  the  past 
five  years,  against  42  per 
cent  in  Germany;  a strong 
competitive  position, 
suggested  by  a current 
account  surplus  of  same  2V4 
per  cent  of  GDP;  and  a 
reasonably  sound  fiscal 
position,  with  a general 
government  structural  fiscal 
deficit  of  2J  per  cent  of  GDP 


in  1998. 


Since  the  European 
Central  wank  is  in  a position 
to  follow  a relatively  easy 
monetary  policy,  there  is  - 
reason  to  expect  a continued 
cyclical  upswing,  after . 
growth  of  2L3  per  cent  in  1997 
and  around.3  per  cent  in 
199a  The  OECD  argues, 
depressingly,  that  the 
structural  rate  of 
unemployment  is  10  per 
cent  Yet,  with 
unemployment  now  at  1L5 
per  cent,  this  still  leaves 
some  room  for  above-trend 
growth.  IftheECB  were  to 
promote  reasonable  growth 
in  aggregate  demand 
(admittedly  a Questionable 
proposition,  right  now), 

Francs  might  enjoy  two  or 

throe  more  years  of 
dinning  unemployment. 

Structural  reforms  are 'also 
flpdur  way.  This  Socialist . 
gpvpnww*11*  may  be  loath  to 
admit  ft,  but  it  is  busily 
privatising  (or,  as  it  says, 
“capital-opening")  important 
components  of  the  stDl  large 
state  sector.  And  France  has 
been  forced  by  the  European 
Union  to  accept,  willy  nflly,- 
some  liberalisation  of 

telecommunications, 

electricity  and  gas.  The 
advent  of  the  euro  will 
accelerate  the  opening  of  the 
financial  system.  It  will  also 
demand  liberalisation  of  the 
labour  market  - the 
challenge  that  the  French 
government  friita  most 
difficult  to  tackle.  It  has 
made  some  improvements 
here,  but  must  go  much 
farther. 

. The  struggle  of  the  past  15 
years  looks  depressingly  like 
the  economic  equivalent  of 
the  first  world  war.  But 
France  is  in  a good  position 
to  exploit  its  hard-won 
victory.  Paradoxically,  it  win 
enjoy  what  it  has  only  by 
giving  up  what  it  was.  It  is 
not  dirigiste  France  that  wfll 
succeed,  but  the  more  open, 
internationally  integrated 
nmnnmy  that  its  choice  Of 
“more  Europe"  entailed. 

How  far  does  the 
government  realise  this?  Up 
to  a pmnfr,  is  the  answer,  as 
the  nonsense  of  the  35-hour 
workweek  demonstrates. 
France  has  chosen  not  just 
monetary  stability,  hut 
economic  liberalisation.  This 
is  simply  the  only  way  to 
make  a single  currency  and 
an  integrated  Europe  work. 
The  Anglo-Saxons  may  yet 
have  the  last  laugh. 

Martm.Wotf@fl.com 


LETTERS  T O THE  EDITOR 
Public  is  loser  in  anti-GM  hysteria 


From  Mr  Mark  Ctmtle^. 

Sir,  Your  article  on  geneti- 
cally modified  crops,  *An 
uncontrolled  experiment 
(February  18-14),  was  typical 
of  much  recent  UK  report- 
age: strong  on  conceros, 
weak  on  details  and  disre- 
garding of  the  quality  of  evi- 
dence on  winch  mainstream 
science  and  advisory  com- 
mittees are  giving  their  posh 

recommendations.  But  it 

rewrote  history  in  claiming 
that  10  years  ago  main- 
stream scientists  dismissed 
the  risks  of  BSE  infecting 
people  as  negligible  and 
attacked  maverick  scientists 
as  irresponsible. 

- The  European  Commission 
from  1988-91  financed  a 
study,  through  the  Organisa- 
tion'for  Economic  Coopera- 
tion and  Development,  of 
“Biotechnology,  Agriculture 
and  Food".  The  chapter  on 
Animal  Health,  drafted  by 


the  late  Sir  Barry^Cross. 

then  director  of  the  UK  Agri- 
culture & Food  Kesemxh 
Council's  institute  for  Ani- 
mal. Physiology  and  Genet- 
ics. discusses  the  possible 
use  of  gjsietie  engineering  to 
get  rid  of  susceptibilities  to 
diseases,  such  as  scrapie  in 
sheep  and  similar  spongi- 
form encephalopathies  in 

other  species.  It  notes  ^ears 
that  the  agent  responsible 
for  BSE  may  ^ transmissi- 
ble to  man",  and  adds  that 

“new  prognostic  procedures 
are  urgently  needed". 

This  is  one  of  several 

examples,  where-,  “main- 
stream scientists"  were 
alert,  attentive  and  swift  m 
their  ability-  to  identify  the 
emergence  of  serious  and 
intractable  problems,  such 
as  BSE  or  Aids,  and  to  dis- 
tinguish them  from  pseudo- 
problems,  such  as  those 
alleged  to  arise  from  making 


modem  molecular  biology 
available  to  plant  breeders  a 
development  enabling  them 
to  pursue  with  greater  pred- 
■don  and  speed  their  tradi- 
tional goals  of  performance, 
quality  and  competitiveness. 

More  incisive  science  jour- 
nalism might  address  tiie 
Question  of  who  gains  from 
the  current  hysterical 
•‘anti-GM"  campaigning;, 
insofar  as  attention  and 
resources  have,  as  a result, 
to  be  diverted  from  real 
problems  and  beneficial 
innovation  and  investment 
are  inhibited,!  fear  that  the 

public  interest  is  the.  loser. 

Mark  Cantley, 

adviser  to  the  European 

Commission, 

DG  Xlt  Science,  Research  & 

Development, 

directorate  for  life  sciences 
»wd  technologies, 

Brussels,  Belgium 


Plan  for  a City  ‘voice’  was  quietly  stifled 


From  MrCUoe 
Sinchrir-Pouhan. 

Sir,  With  reference  to.  “The 
future  of  the  City”  (February 
16):  in  the  early  1990s  I was, 
along  with  stockbrokers, 
bankers,  accountants,  law- 
yers and  money  managers,  a 
member  of  a Securities  Insti- 
tute committee.  Our  remit 
was  to  promote  the  institute 
both  to  members  and  to  the 
wider  financial  sendees  com- 
munity. 


Soon,  however,  the  major- 
ity on  the  committee  wanted 
to  expand  bur  role  to  allow 
the  Institute  to  act  as  a vocal 
promoter  of  the  City,  its 
strengths  and  advantages. 
The  -majority  of  members 
who  responded  .to  an  insti- 
tute survey  supported  this 
enhanced  role- . - 
The  members  of  the  com- 
mittee were  painfully  aware 
that,  while  France  and  Ger- 
many fmrfi  bad  an  organised 


and  articulate  campaign  to 
preach  the  merits  of  Paris 
and  Frankfurt,  the  City  of 
London  did  not. 

How  did  the  Securities 
Institute  respond  to  this 
need?  It  closed  down  the 
committee. 

Clive  Sirudair-Po niton. 
Whale  Barn, 

Knapwell, 

Carabs  CBS  8NS,  UK 


Baffling  stubbornness  over  duty-free  extension 


From  Ms  Corirma  Saric.  .. 

Sir,  I always  wondered 
why  there  was  so  much 
Euroscepticism  in  the  UK. 
Now  I understand.  Fifteen, 
democratically  elected  heads 
of  governments  unani- 
mously asked  the  European 
Commission  to  look  again 
into  the  possibility  of  an 
extension  of  the  existent 
duty-free  regime.  Brussels 
simply  said  “no".  Whether  it 
is  140,000  jobs  that  win  be 


lost  or  only,  half  that  number 

is  not  worth  worrying  about 
— the  European  Employment 
Pact  will  lose  credibility  if 
this  job  disaster  occurs. 

To  -create  one  new  job 
costs  around  €70,000.  We  are 
talking  of  at  least  €5bn  of 
taxpayers’  money  if  Brussels 
wants  to. compensate  for  the 
employment  consequences  of 
abolishing  duty-free. 

One  can  only  speculate 
why  the  Commission  is  keen 


to  underpin  its  stubbornness 
through  hints  at  a possible 
]pgg;  challenge  by  retailers. 
Duty-free  sales  are  addi- 
tional. They  will  not  be 
made  up  for  in  the  high 
street  if  the  duty-free  advan- 
tage Is  gone.  So  there  is  no 
damage  to  retailers.  No  dam- 
age: no  reason  to  go  to  court 

Cortnna  Saric, 
Ludwlgstrasse  4, 

63773  GoMbach,  Germany 
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Swiss  shadows  over 
German  banks 

John  Authors  explains  the  implication  of  parallels  between 
Nazi-era  claims  on  Swiss  banks  and  similar  claims  on  German  ones 

When  German  tier’s  chief  of  staff,  and  Rolf  ish  Congress,  greeted  the 
banks  and  Breuer,  the  chairman  of  German  governments  plan 
industrial  com-  Deutsche  Bank,  with  the  warmly  last  week,  desenb- 
panies  sat  array  of  lawyers  and  Jewish  ing  the  proposed  fund  for 
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US 


When  German 
banks  and 
industrial  com- 
panies sat 
down  yesterday  with  Ger- 
hard Schroder,  the  chancel- 
lor, to  hammer  out  the 
details  of  a fund  for  Holo- 
caust victims,  they  knew 
they  were  standing  in  the 
long  shadow  cast  by  the 
Swiss  banks. 

A range  of  German  manu- 
facturers face  demands  for 
restitution  for  slave  and 
forced  labourers  who  worked 
for  them  during  tbe  war, 
often  In  concentration 
camps.  German  banks  face 
additional  demands  over 
their  role  handling  stolen 
assets,  and  in  the  forced  con- 
fiscation of  Jewish-owned 
businesses. 

There  are  some  differences 
with  the  Swiss  case.  Most 
Importantly,  Germany  has 
already  paid  heavy  repara- 
tions. and  the  dispute  Is  now 
mostly  over  victims  who  had 
missed  out  on  previous 
efforts  at  restitution. 

But  the  parallels  between 
the  two  campaigns  are  more 
striking  than  their  differ- 
ences. A year  ago.  Union 
Rank  of  Switzerland  and 
Swiss  Bank  Corporation  saw 
their  merger  delayed  by  New 
York  regulators,  who  cleared 
the  merger  only  after  they 
had  been  assured  by  Jewish 
negotiators  that  a settlement 
had  been  agreed.  Now  the 
same  threat  looms  over 
Deutsche  Bank’s  planned 
$9.8bn  acquisition  of  Bank- 
ers Trust 

Alan  Hevesi.  the  city 
comptroller  of  New  York, 
who  co-ordinated  the  sanc- 
tions campaign  against  the 
Swiss  banks. 

has  called  for  the  Deutsche- 
Bankers  Trust  merger  to  be 
delayed  until  a settlement 
has  been  reached.  Although 
he  has  no  direct  say  in  the 
issue,  he  has  considerable 
influence. 

Stuart  Eizenstat,  the 
undersecretary  of  state,  who 

came  close  to  brokering  a 
settlement  over  the  Swiss 
hamfca  before  the  talks  broke 
down,  has  again  been  reluc- 
tantly drawn  into  the  arena. 
Mr  Eizenstat  hosted  talks 
last  week  in  Washington 
which  brought  together 
Bodo  Hombach,  Mr  Schro- 


der’s chief  of  staff;  and  Rolf 
Breuer,  the  chairman  of 
Deutsche  Bank,  with  the 
array  of  lawyers  and  Jewish 
community  groups  which 
now  accuse  them. 

Last,  the  class  actions 
suits  being  brought  against 
German  companies  are  being 
led  by  the  qama  lawyers  who 
sued  the  Swiss  banks,  people 
such  as  Mel  Weiss,  a success- 
ful Wall  Street  litigator, 
Michael  Hausfeld,  a Wash- 
ington lawyer  best  known 
for  bis  role  in  suing  Texaco 
over  alleged  employment  dis- 
crimination and  Edward 
Fagan,  who  brought  the  first 
class  action  against  the 
Swiss  banks  in  late  1996. 

The  question  is:  what  do 
these  parallels  imply  for  the 
likely  course  of  the  case 
against  the  German  compa- 
nies? 

The  answer  is  that,  if  the 
Swiss  experience  is  anything 
to  go  by,  the  German  compa- 
nies will  find  It  difficult  to 
negotiate  a settlement  which 
satisGes  all  the  factions  in 
the  US. 

The  German  hope  Is  to 
negotiate  ajteal  between  the 
US  and  German  govern- 
ments which  will  be 
accepted  as  a settlement  by 
the  US  courts. 

This  is  what  tbe  Swiss  had 
originally  hoped  for.  Edward 
Korman,  the  Brooklyn  judge 
who  heard  the  lawsuit 
against  the  Swiss  banks, 
made  clear  that  he  thought 
the  case  should  be  settled 
out  of  court.  The  New  York- 
based,  world  Jewish  Con- 
gress, which  launched  the 
campaign  against  the  Swiss 
banks  in  the  first  place,  had 
Initially  not  contemplated  a 
lawsuit. 

But  the  feet  that  the  Swiss 
settlement^  was  ultimately 
brokered  in  private  session 
in  Mr  Korman’ s court  tells 
you  how  hard  it  is  to  avoid 
-the  courts  in  such  cases. 
This  has  increased  specula- 
tion that  the  US  courts  win 
provide  a venue  for  settling 
with  German  banks.  That  in 
turns  implies  it  win  be  diffi- 
cult for  the  Germans  to 
avoid  class  action  suits. 

The  difficulty  lies  in  per- 
suading the  plaintiffs*  law- 
yers to  go  along  with  any 
deaL  Israel  Singer,  the  sec- 
retary-general of  World  Jew- 


ish Congress,  greeted  the 
German  government’s  plan 
warmly  last  week,  describ- 
ing the  proposed  fund  for 
Holocaust  victims  as  a 
“breakthrough”.  But  the 
lawyers  may  well  not  go 
along  with  this  endorsement, 
and  hold  out  for  better 
terms,  just  as  they  did  in  the 
Swiss  case. 

So,  while  lawyers  say  the 
German  plan  might  be  the 
basis  for  a settlement,  they 
seem  determined  that  each 
company  should  be  individu- 
ally liable  for  the  specific 
offences  they  committed. 
Without  involvement  by  all 
the  German  companies  they 
believe  to  be  responsible, 
and  a clear  methodology  for 
apportioning  the  amount 
which  each  company  pays, 
they  are  unlikely  to  be  satis- 
fied. 

All  those  are  reasons  for 
doubting  that  the  German 
case  can  be  settled  any  more 
amicably  than  the  Swiss  one 
was.  Against  that,  what  rea- 
sons are  there  for  optimism? 
Ultimately,  the  main  one 
derives  from  the  greatest  dif- 
ference with  the  Swiss  case 
- the  involvement  of  the 
German  government. 

The  Swiss  government 
refused  to  become  involved 
In  the  Swiss  banks’  case, 
even  though  the  Swiss 
National  (central)  Bank  had 
itself  been  sued  in  the  US. 
As  a result,  UBS  and  Credit 
Suisse  felt  constrained  when 
negotiating  by  the  fear  of 
being  criticised  by  their  own 

government-  This,  at  least,  is 
a constraint  that  should  be 
absent  for  the  German  com- 


The  world’s  largest  economy  can  keep  moving  forward,  not  fall 
over,  thanks  to  changes  In  the  composition  of  equity  markets 
and  America’s  rote  as  world  consumer  of  last  resort 


In  addition,  nobody  on 
either  side  wants  a repeat  of 
tbe  acrimony  that  sur- 
rounded the  Swiss  banks’ 
settlement.  Elan  Steinberg, 
the  WJC’s  executive  direc- 
tor, puts  it  succinctly: 
“There’s  one  thing  all  the 
European  companies  we’ve 
spoken  to  agree  on.  They  all 
say  they  don’t  want  what 
happened  to  the  Swiss  banks 
to  happen  to  them."  The 
trouble  is,  it  may  be  hard  to 
avoid.  While  most  people 
would  no  doubt  like  a dean 
settlement,  a great  deal  of 
argument  will  have  to  he 
gone  through  before  they 
arrive  at  (me. 


If  the  current  US  busi- 
ness cyde  can  continue 
for  another  12  months, 
it  will  break  the  record 
for  longevity  established  by 
the  business  expansion  of 
the  1960s.  That  lasted  106 
months  while  the  average 
length  for  a business  cyde 
before  the  1990s  was  about 
50  months.  The  current 
expansion  is  now  95  months 
old. 

In  the  modem  era,  the  typ- 
ical cause  or  a business  cyde 
ending  has  been  a surge  in 
the  rate  of  inflation,  prompt- 
ing tbe  Federal  Reserve  to 
increase  interest  rates.  When 
the  US  unemployment  rate 
dropped  below  5.0  pm-  cent 
and  wages  began  to  acceler- 
ate in  mid-1997,  there  was 
widespread  concern  that  the 
Fed  would  have  to  tighten 
monetary  policy  to  damp 
growth.  But  the  onset  of  the 
Asian  finanniai  crisis  trans- 
formed the  US  business 
cycle.  It  depressed  global 
commodity  prices  and 
caused  the  world's  surplus 
liquidity  to  concentrate  in 
the  US  financial  markets, 
promoting  a further  surge  in 
equity  prices  which  boosted 
domestic  consumption. 

Retail  sales,  homebuilding 
and  business  spending  on 
tbe  Y2E  problem  continue  to 

enjoy  such  strong  momen- 
tum that  they  should  be  able 
to  sustain  further  steady 
growth  of  output  during  the 
first  half  of  1999.  The  infor- 
mation technology  sector 
now  represents  4J.  per  emit 
of  US  gross  domestic  product 
compared  to  only  about  2J3 
per  cent  in  other  OECD 
countries  and  it  has 
accounted  for  over  one- 
fourth  of  the  output  growth 
in  the  US  economy  since 
1992.  There  could  also  be  a 
surge  of  inventory  building 
during  the  final  months  of 
1999  as  firms  prepare  for 
potential  production  bottle- 
necks resulting  from  the 
Y2K  problem. 

Since  the  major  risk  in  the 
global  economy  is  deflation 
rather  than  inflation,  Ameri- 
can forecasters  are  confident 
that  US  monetary  policy  will 


retain  an  accommodative 
bias.  Their  concerns  now1 
centre  on  tbe  vulnerability 
of  consumer  spending  to 
stock  market  volatility  and 
the  country's  need  for  large 
capital  inflows  to  finance  its 
expanding  current  account 
deficit 

The  stock  market  now 
plays  a greater  role  in  tbe 
US  economy  than  ever 
before.  Its  capitalisation  has 
risen  to  nearly  140  per  cent 
of  GDP  compared  to  a 60- 
year  moving  average  of  49 
per  cent  The  decline  In  the 
cost  of  equity  capital  has 
helped  fuel  tbe  growth  of  the 
small  business  sector 
through  a record  number  of 
initial  public  offerings  while 
encouraging  large  gains  in 
business  fixed  investment 
The  mutual  fund  industry 
now  has  larger  assets  than 
the  banking  system  and  over 
half  of  those  assets  are  in 
equity  funds.  There  are 
about  35m  Americans  who 
own  equities  directly,  while 
another  45m-50m  have 


the  equity  market  and 
introducing  supplemental 
private  retirement  accounts. 
Such  a development  could 
help  sustain  both  the  stock 
market  boom  and  the  budget 
surplus. 

As  a result  of  tbe  collapse 
of  the  household  savings 
rate,  the  US  has  a large  cur- 
rent.  account  deficit  despite 
the  government  budget  sur- 
plus, but  the  stock  market 
boom  is  helping  to  finance 
the  external  deficit  as  wen. 
In  tbe  first  half  of  1998,  for- 
eign investors  purchased  a 
record  $82bn  of  US  equities 
compared  to  numbers  typi- 
cally in  the  $i0-20bn  range 
during  the.  first  half  of  the 
1990s.  In  fact,  the  US  is 
developing  a new  balance  of 
payments  equilibrium  in 
which  the  household  rector 
is  financing  both  consump- 
tion and  the  current  account 
deficit  by  selling  richly 
priced  corporate  equities  to 
foreign  investors. 

This  new  equilibrium  is  a 
natural  by-product  of  tax 


Pu chasing  power:  the . household  sector  Is  financing  .both 
consvnption  and  the  current  account  deficit  Katz 


Technology  companies  now  account 
for  more  than  15  per  cent  of  the 
market  capitalisation 


exposure  thrdugh  defined 
contribution  pension  plans 
which  invest  in  the  market 
through  rnrrtnal  funds.  The 
stock  market  has  produced 
such  large  capital  gains  for 
the  household  sector  that 
personal  savings  ■ have 
declined  to  a negative  level 
for  time  first  time  since  1933. 
The  surge  in  capital  gains 
tax  receipts  is  also  produc- 
ing a federal  budget  surplus 
for  the  first  time  since  the 
1960s  and  could  cause  the 
ratio  of  federal  debt  to  GDP 
to  plunge  back  to  tbe  20-30 
per  emit  range  from  over  50 
per  cent  in  the  early  1990s  if 
it  can  be  sustained. 

The  Clinton  administra- 
tion wants  to  take  advantage 
of  the  budget  surplus  by 
investing  a portion  of  the 
social  security  trust  fund  in 


changes  enacted  during  the 
1990s.  Tbe  Clinton  adminis- 
tration. encouraged  Investors 
to  focus  upon  capital  gains- 
oriented  investments,  such 
as  houses  and  equities,  by 
pushing  up  marginal  income 
tax -rates  on  wages,  interest 
and  dividends  while  taxing 
capital  gates  at  much  lowo: 
rates.  But  thedfidine  in  tbe 
household  savings  rate  Is 
creating  the  same  vulnera- 
bility for  the  US.  capital 
account  as  did  the  large  bud- 
get deficits  of  the  1980s.  If 
the  household  savings  rate 
amtinues  to  erode  in  order 
to  sustain,  high  levels  of  con- 
sumption,  the  current 
account  defldt  will  remain 
above  34  per  cent  of  GDP 
and  cause.  America's  net 
stock  of  external  debt  to 
expand  from  14.0  per  cent  of 


GDP  during  the  midrl990s  to 
over  20  per  cent  in  tbe  year 
2000. 

- Can  the  equity  market 
continue  to  encourage  fur- 
ther declines  in  tbe  house- 
hold savings  rate  and  contin- 
ued financing  for  the  current 
account  deficit?  Its  perfor- 
mance win  depend  upon  bow 
investors  perceive  the  trade- 
offs that  now  loam  between 
negative  factors,  such  as  fall- 
ing corporate  profits,  and 
positive  factors,  such  as  fall- 
ing Interest  rates'  and  the 
emergence  of  technology  as 
the  dominant  investment 
concept.  • 

During  the  1990s,  the  US 
equity  market  has  produced 
a total  return  of  1&4  per  cent 
a- year,  with  about  54  per 
cent  of  the  gain  coming  from 
expanded  price/earnings 
multiples  and  46  pdr  cent 
from  profit  growth.  As  it- 
now  appears  that  corporate 
profits  will  decline  slightly 
during  19%  and  1999,  any 
further  large  gains  in  the 
market  would  have  to  come  - 
from  multiple  expansion  or  a 
recovery  in  small  companies 
which  have  lagged  badly 
during  the.  past  year  and 
have  p/e  multiples  of  only 
10-15  compared  with  27  for 
the  Dow  Jones  Industrial 
Average. 

There  have  been  signifi- 
cant changes  in  the  composi- 
tion of  the  US  equity  market 
which  suggest  that  it  may 
deserve  a premium  valua- 
tion compared  with,  the 
1960s.  Technology  companies, 
now  account  for  more  than 
.15  per  emit  oC  tbe  market 
capitalisation,'  compared 


with  only  5.5  per  cent  in 
1964.  The  share  of  cyclical 
sectors,  such  as  basic  materi- 
als and  durable  goods,  by 
contrast,  has  shrunk  from 
nearly  27.0  per  cent  In  1964 
to  only  6.6  per  cent  in  1998. 
The  technology  sector  is  also 
constantly  producing  new 
concepts  to  . excite  investors. 
The  Internet  for  example, 
has  produced  such  a frenzy 
that  its  four  landing  compa- 
nies have  a market  capitalis- 
ation of  over  $150bn,  com- 
pared with  practically 
nothing  in  1995.  America 
Online  has  a larger  market 
capitalisation  than  the 
whole  American  transporta- 
tion Industry  (railways, 
tracking  & airlines). 

In  1995,  Alan  Greenspan, 
chairman,  of  the  Federal 
Reserve,  warned  against 
irrational  exuberance  in  tbe 
US  equity  market  while 
many  pundits  now  fear  the 
emergence  of  a bubble  econ- 
omy. But  the  reality  is  that 
both  the  US  and  the  world 
economy  now  depend  on  a 
robust  US  equity  market  to 
sustain  America's  role  as  the 
world  economy’s  spender  of 
last  resort  As  a result  cen- 
tral hanks  are  likely  to  pur- 
sue a “Dow  Jones  standard" 
in  the  conduct  of  .monetary 
policy,  during  1999- in  order 
to  sustain  steady  'growth  ctf 
US  consumer  spending  until 
the  preconditions  can.  be 
-established  for  an  economic 
recovery  In  the  developing 
countries  and  Japan. ' 

• The  author  is  chief  glottal 
economist  for  Zurich  Ftonnr 
dal  Services.  CSMcosw  - 
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Seeking  peace 
in  Turkey 


The  bloody  civil  war  between 
Turkey  and  its  ethnic  Kurdish 
minority  was  brought  to  Europe 
with  a vengeance  yesterday.  Mili- 
tant Kurds  occupied  embassies 
and  consulates  in  cities  from 
London  to  Moscow,  and  threat- 
ened to  burn  themselves  in  pro- 
test at  the  arrest  in  Turkey  of 
their  leader.  Abdftllah  Ocalan.  He 
had  tried  and  failed  for  four 
months  to  find  asylum  elsewhere. 
It  was  a blunt  reminder  that  no 
country  can  insulate  itself 
against  the  conflict  in  another 
land. 

Mr  Ocalan  is  not  a nice  *»»»* 
He  is  wanted  on  charges  of  mur- 
der and  terrorism  not  merely  in 
Turkey,  but  also  in  Germany.  His 
PKK  movement  is  guilty  of  atroo- 
ities,  as  are  the  Turkish  soldiers 
it  is  fighting.  But  his  fellow 
Kurds  have  a genuine  grievance, 
having  been  denied  recognition 
of  their  national  and  cultural 
identity  for  decades  in  Turkey. 
With  25m  people  of  Kurdish  ori- 
gin. living  there,  and  in  neigh- 
bouring Iran,  Iraq,  Syria  and  the 
former  Soviet  Union,  they  are  the 
world's  largest  nation  without  a 
country  of  their  own. 

The  PKK  leader’s  extraordi- 
nary odyssey  in  search  of  asylum 
has  exposed  the  European 
Union's  failure  to  follow  a coher- 
ent policy  towards  Turkey  and  its 
civil  war.  Germany  failed  sig- 
nally to  pursue  the  warrants  it 
had  issued  for  his  arrest,  out  of 
understandable,  but  misguided, 
fear  of  ethnic  disturbances.  Most 


of  the  rest  of  the  European  Union 
members  sought  to  distance 
themselves  from  the  whole  affair. 

The  Italian  government,  on 
whose  territory  the  PKK  i«Hm- 
was  detained,  contemplated  an 
attempt  to  get  peace  taiva  g^ng 
between  Mr  Ocalan  and  the  Turk- 
ish government.  It  backed  down 
when  Turkey's  total  opposition 
became  clear.  That  may  well 
- prove  to  have  been  a missed 
opportunity.  But  in  present  cir- 
cumstances, during  a bloody  rfvfl 
war  in  which  an  estimated  29,000 
people  have  died.  Ankara  flatly 
rejects  any  accommodation  with 
the  PKK  and  its  leadership. 

Now  the  Turkish  government 
has  got  what  it  wants,  and  its 
most  wanted  man  is  uniter  arrest 
It  is  essential  that  the  legal  pro- 
cess against  him  is  carried  out 
properly,  and  in  complete  open- 
ness. There  are  genuine  doubts  in 
the  EU  about  Turkey's  capacity 
to  offer  him  a fair  trial,  given  the 
public  fury  against  him  . . 

But  Turkey  can  do  more.  This 
Is  precisely  the  moment  when 
strenuous  efforts  should  be  mado 
to  start  a peace  process.  The  PKK 
may  not  be  an  acceptable  partner 
in  negotiations.  But  the  Kurds 
have  other  parties  not  directly 
linked  to  the  .violence.  They 
should  be  involved  in  peace  taivc 
There  are  also  real  gestures  of 
reconciliation  which  can  be 
made,  including  legalisation  of 
education  in  the  Kurdish  lan- 
guage. That  is  what  the  EU 
should  be  promoting. 


Euro  banking 


A single  currency  is  not  the  same 
as  a single  payments  area.  This 
simple  truth  lies  behind  the  raids 
by  the  European  Commission  on 
eight  banks  in  Germany,  France, 
Italy  and  Spain,  in  an  investiga-  - 
tion  into  bank  charges  for 
exchanging  Hy  untM  and  Bring 
of  euro  members. 

Karel  Van  Miert,  the  antitrust 
Commissioner,  is  investigating 
whether  the  banks  have  colluded 
to  set  charges  for  exchanging  one 
version  of  the  euro  into  another. 

Behind  the  raids  lies  a serious 
issue.  In  the  days  when  euro-zone 
members  had  independent  cur- 
rencies, many  different  costs  far 
changing  money  between  thgrt 
were  hidden  in  the  exchange-rate  . 
spread. 

Into  . this  elastic  margin  w&e;; 
bundled  the  cost  of  retundag-^wpf- 
eign  notes,  the  oost  of  flnktngte 
foreign  settlement  systems, 4he  . 
cost  of  carrying  an  invents^ 
foreign  notes  and  the  - east  a£- 
managing  exchange-rate  rfek_ 
Only  the  last  of  these  costs  '&  ■ 
eliminated  by  «onomic  and  mon- 
etary union. 

Banks  must  now  use.  by  law, 

the  official  single-point  exchange 

rates  for  converting  one  ettfO 
member  currency  to  another-  •• 
This  removes  the  cost  of  manag- 
ing exchange-rate  risk.  But  it 
forces  banks  to  charge  explicitly 
for  cost  elements  that  were  previ- 
ously concealed.  Customers  do 
not  like  this. 

K bawtes  are  colluding  to  set 


these  charges,  they  are  indeed 
liable  to  European  competition 
law.  If  they  have  failed,  for  exam- 
ple, to  adjust  credit-card  software 
to  convert  euro  member  curren- 
cies at  the  official  rate,  ^hey  are 
similarly  vulnerable. 

But  these  are  essentially  side 
issues.  Much  more  important  is 
the  creation  within  the  euro-zone 
of  a single  payments  area,  in 
which  ^izxter- bank  transfers  are 
mmle  between  countries  at  the 
same  extremely  low  costs  as 
apply  to  national  transfers.  The 
Commission  is  planning  to  set 
out  plans  for  encouraging  this  in 
the  next  fewmputte.  ... . 

R^ww&L;  begetter  tf , Barope's 

banks  hated  fest  ienidffliriE  rrffV- 

dtaT  *dtiative®  Wecessaxy . So 
’frig;  fewgvar^HBey  have  mate 
jk&f  ppagre^They  has#  pasted 
>to  erette  capa^  lor  tfie-sart  of 
. cross*b$rder  J^ansfars,  that  suit 
thete'iv^  «bUsJUBss  - -Alghiyalne 
. transfer  /reeded  to^wnh^e  .wbote- 
Safa  han^gyactWtieA  Brt  they 
’ ’sptfafy  their 
owjx  captive  customers,  those 
todtvjdnals  -and  snMttf  bustoesses 
seek&gto  treat  the  eurdocme  as 
tboSr  new  home  maxket. 

Burope’a  bankers  may  feel 
• aggrieved  atbeing&ngled  out  for 
publicity-grabbing  raids.  They 
wSl  argue  - correctly  - that  han- 
dling foreign  banknotes  is  not 
:cost  free.  But  until  they  seize  the 
opportunities  of  cross-border 
small  payments,  they -will  remain 
open  to  criticism.  . 


Jubilee  2000 


Survival  of  the  biggest 

In  . a world  where  big  is  beautiful,  small  quoted  companies  are  suffering  from  neglect 
- ; Tony  Jackson  examines  what  they  can  do  to  regain  the  attention  of  investors 


hese  are  chilly  times  for 
the  Old  anrt  the  under- 
sized os  world  stock 
markets.  High-tech 
start-up  companies  may  rocket 
and  soar,  but  the  puny  veterans 
of  the  markets  - housebuilders, 
engineers  and  the  like  - have 
suffered  a decade  of  deepening 
neglect,  to  the  point  where  direc- 
tors have  begun  to  mutter  about 
the  point  of  being  public  at  alL 

Small  j in  thH  context,  does  not 
mean  scarce.  In  the  UK,  the 
nsnai  definition  of  small  compa- 
nies is  the  bottom  10  per  cent  of 
the  market  by  value.  There  are 
around  2.000  quoted  companies  in 
the  Tut-  The  smati  companies  sec- 
tor, thus  defined,  takes  in  dose 
to  L900  of  them. 

Over  the  past  10  years,  accord- 
ing to  the  London  Business 
School,  those  companies  have 
underperformed  the  whole  UK 
market  by  a cumulatively  dread- 
ful 6 per  cent  a year. 

As  a result,  many  find  their 
equity  a worthless  currency:  no 
good  far  raising  funds,  or  even 
far  taking  «anh  other  over. 

It  is  worth  recalling  what  the 
stock  market  is  there  far.  Its  pri- 
mary purpose  is  to  channel 
savings  to  companies  which  can 
put  them  to  better  use  than  the 
savers  «m  themselves. 

Its  secondary  use  is  as  a store 
of  value,  in  which  savers  can 
park-  their  money  until  such  timo 
as  they  need  it.  On  both  grounds, 
the  grumbling  directors  might 
seem  to  havB  a point  as  far  as 
their  companies  are  concerned, 
the  market  is  faffing  In  Its  object 

What  has  caused  this  state  of 
affairs?  There  are  two  possible 
reasons,  which  need  not  be  mutu- 
ally exclusive.  First,  the  markets 
have  come  to  be  dominated  by  a 
handful  of  giant  investing  institu- 
tions, which  may  now  be  so  big 
that  analysing  small  companies 
and  scrutinising  their  corporate 
governance  is  no  longer  worth 
their  while. 

Second,  the  principle  of  winner 
takes  all.  familiar  in  the  case  of 
high-flying  chief  executives, 
sports  stars  and  other  individu- 
als, may  also  apply  to  mmpanlea. 
Could  thfc  mean  that  small,  local 
companies  are  simply  being 
squeezed  out  of  global  markets? 

The  first  argument  is  appeal- 
ing, especially  to  companies 
themselves.  But  it  has  several 
gnags  First,  tha  concentration  of 
investor  power  in  the  hands  of 
fewer  institutions  has  been  going 
on  for  decades.  The  relative 

riarHnp  of  small  companies  hag 
not 

According  to  Professor  Paul 
Marsh  of  the  London  Business 
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School,  small  companies  in  the 
UK  outperformed  the  equity  mar- 
ket by  some  6 per  cent  a year 
from  1955  - where  his  research 
starts  - to  the  end  of  the  1990s.  In 
the  US,  the  corresponding  figure 
was  4-5  per  cent,  going  back  to 
the  end  of  the  first  world  war. 

On  both  sides  of  the  Atlantic, 
this  trend  has  been  savagely 
reversed.  In  part,  this  was  to  be 
expected.  In  the  course  of  the 
1980s.  academic  research  in  the 
US  and  UK  drew  attention  to  the 
outperformance  of  small  stocks. 


The  institutions  took  notice,  and 
formed  small  company  funds  to 
exploit  the  anomaly.  And,  as  is 
usual  in  markets,  exploiting  the 
anomaly  matte  it  go  away. 

But  disappearance  is  one  thing, 
reversal  another.  The  relative 
decline  of  small  stocks  began  10 
years  ago  in  the  UK,  and  even 
earlier  in  the  US. 

If  this  were  the  result  of  insti- 
tutional neglect,  that  would  cre- 
ate an  opportunity  for-  someone  - 
else.  However,  market  ineffi- 
ciency on  such  a scale,  and  over 


such  a period,  is  simply  not  plau- 
sible. 

This  throws  us  on  to  the  sec- 
ond hypothesis:  that  small  com- 
panies are  Simply  Ming  huhinri 
in  the  real  world  of  the  market 
place. 

There  is  one  striking  piece  of 
evidence  for  this.  According  to 
Prof  Marsh's  research,  UK  small 
companies  increased  their  divi- 
dends at  double  the  rate  of  the 
rest  of  the  market  over  the  period 
from  1955  to  the  end  of  the  1980s. 
However,  in  the  1990s,  their  dhri- 


II 


£ Q V I have  yet  to  meet  a 
stock  market  analyst 
who  frilly  understands 
what  we  do,"  Clifford 

rJialiman  and  chief 
Executive  of  Daxsttrun,  laments. 

Mr  .^Rardeastla  founded  his 
^eciradcs  business  in  Biggin 
SOB,  Salt;  In  1972  and  floated  it 
rap  jte&cntan  stack  eaBdumge  to 
1986.  Bor  the  past  three  years, 
Dq»rftrim*s  shares  have  under- 
performed  the  lnaiket  by  80  per 
cent;  Bs  shares  are  now  trading 
at  caffy  sUghtiy  above  their  lev- 
els- of  six  years  ago.  Mr  Hard- 
castle  has  only  one  word  to 
describe  the  recent  performance 
ofihis  company's  share  price: 
*a wtaT. 

Yet,  on  the  face  of  it,  tittle  hi 
its  market  pnftnmance  seems  to 
justify  this  poor  outcome:  its  rev- 
enues are  stable  and  it  has 
retained  its  position  as  one  nrf 
Burope’s  top  five  producers  in  its 


Unloved,  undervalued 

A stock  market  listing  has  proved  to  be  a mixed  blessing  for  Densitron,  a 
small  electronics  business,  says  Peter  Marsh 


chosen  field  of  specialist  com- 
puter displays. 

Densitron's  plight  is  similar  to 
that  of  many  other  small  UK 
manufacturing  businesses, 
which  have  been  hit  by 
depressed  trading  conditions  and 
a general  lack  of  interest  from 
investors. 

To  this,  add  the  complexity  of 
understanding  what  Densitron  is 
about  It  is  a hybrid  company, 
part  manufacturer,  part  service 
provider.  It  creates  specialised 
electronic  parts  and  computer 
displays,  often  custom-built  for 
bine-chip  concerns  such  as  ABB, 
the  Swiss-Swedish  engineering 


group,  IBM  of  tiie  US  and  Nokia 
of  Finland.  As  a result  90  per 
cent  of  its  annual  sales  of  about 
£30m  axe  made  outride  the  UK. 

Its  350  employees  are  also  scal- 
tered  around  the  world,  with 
one-third  of  the  workers  in 
Taiwan  and  design  offices  in 
Paris,  Los  Angeles,  Tokyo,  Syd- 
ney and  Helsinki  The  company's 
cosmopolitan  flavour  (unfamiliar 
for  a UK  engineering  group)  is 
brightened  by  the  fact  that  it  is 
one  of  the  few  British  businesses 
to  have  a Japanese  president: 
Shigemi  Degawa,  a long-time 
associate  of  Mr  Hardcastle. 

It  is  impossible  to  tell  whether 


the  market  is  mistaken  in  its  val- 
uation of  Densitron,  since  there 
is  no  way  of  putting  a rival  value 
on  the  company.  Certainly,  its 
last  financial  results,  for  the  six 
months  to  June  30  1998,  disap- 
printed  the  City.  Pre-tax  profits 
were  unchanged  from  the  previ- 
ous year  (at  just  over  film).  This, 
Mr  Hardcastle  says,  was  the 
result  of  weak  worldwide 
demand  and  strong  pound  — 
a bugbear  for  many  UK-based 
engineering  businesses. 

Stiff,  Mr  Hardcastle,  who  owns 
29  per  cent  of  the  company's 
shares,  does  not  regret  the  deci- 
sion to  go  public.  The  status  of  a 


OBSERVER 


When  a plea  for  debt  relief 
becomes  the  common  cause  of  a 
coalition  that  embraces  both  the 
Pope  and  the  pop  world,  creditors 
should  take  notice.  The  Jubilee 
2000  mmpaign  far  the  write-off 
of  what  it  calls  the  “unpayable 
debt"  of  the  world's  pooresfeoun- 
tries  may  not  be  achievable  in 
the  year  of  the  millennium.  But, 
just  like  Band  Aid  15  years  ago,  it 
should  prick  the  conscience  of 
the  world’s  rich  nations. 

The  case  for  appropriate  and 
radical  action  is  compelling;  Debt 
servicing  imposes  an  impossible 
burden,  particularly  in  Africa. 
Mozambique  spente  more  on 
repaying  debt  than  it  spends  on 
health:  this  is  a country  where 
one  in  five  children  die  before  the 
age  of  five.  In  Tanzania,  pay- 
ments consume  more  than  the 
entire  primary  school  budget 

The  developed  world  has  set 
targets  for  universal  primary 
education,  access  to  baste  health 
care  and  halving  the  numbers  in. 
poverty  by  20i5,  Without  sub- 
stantial help,  these  goals  are 
impossible.  It  cannot  be  assumed, 
however,  that  the  money,  that 
currently  goes  to  creditors  will  be 
spent  where  it  is  most  needri-UiU 
could  just  as  well  be  wasted.  . ' 

Jubilee  2000  argues  that  each 
country  should  be  addressed  on  a . 
case>by<ase  basis,  and  that  inde- 
pendent arbitration  is  needed  to 
decide  on  suitable  terms  and 
what  constitutes  “unpayable** 
debt.  But  when  pot  into  practice, 
they  would  soon  discover  that 


the-  complexity  of  the  problems 
posed  by  the  world’s;  poorest 
country*  mean  that  a milleg- 
ahffb  soJUtion  is  unrealistic. 

- .FbrUfl’the  reforms  imple- 
mented to.  Africa,  $ fa  hard  to. 

- find  frccnautey  whose  government 
''does  pp^&ouae  grave  concerns^ 

Ifigeria  ^togently  pee ds  tfebt 
relief.  But  until  it  tackles  the  cor- 
ruption that  is  at  the  core  of  its 
crisis,  this  would  be  counter-pro- 
ductive. As  long  as  President 
Mugabe  keeps  his  troops  in  the 
Congo,  and  abuses  human  rights 
at  horifr.  Zimbabwe  should  not 
qualify.  A debt  write-off  for 
Sudan  could  fund  the  country's 
civil  war,  rather  than  easing  the 
plight  of  the  poor. 

The  Jubilee  2000  campaign  nev- 
ertheless serves  a valuable  pur- 
pose. The  pressure  and  publicity 
it  has  generated,  together  with  a 
supportive  British  government 
and  a change  of  heart  in  Ger- 
many, is  bringing  a comprehen- 
sive solution  closer.  The  World 
Bank  Highly  indebted  Poor  Coun- 
try initiative  Is  finally  moving 
towards  a . shorter  qualifying 
period  and  more  generous  terms. 

But  the  essential  principles 
-must  still  apply.  This  means  that 
debtor  counties  must  demon- 
strate a genuine  commitment  to 
PflQwnmie  reform,  respect  for 
governance,  transparency  of 
nqrimai  accounts,  and  external 
monitoring  to  ensure  that  debt 
relief  Is  well  spent  Conditional- 
ity must  go  hand  in  hand  with 
generosity. 


Wiping  the 
Slate  dean 

Stated  Microsoft's  oafine  mag  that 
’caused  a bolabaloo  when  It 
addeda  subscription  charge  a 
year  Ago,  has  changed  fts  mind. 

Fcq^ljipw  on,  Statefe fra®  - 
wtifch-Jriay  be  a sign  paid-for 
publishing  on  the  internet  doesn’t 
really  work.  But  at  least  editor 
Michael  Kinsley  is  honest  about 
the  change  as  the  fofawing 
extracts  from  the  entertaining 
online  Q&  A show: 

“Q:  WeS,  duhl  Everybody  said 
you  can't  charge  far  content  on 
the  aitemeL  Information  wants  to 
be  free!  Unless  it's  about  sex  or 
stocks.  But  oh  no,  you  knew 
better. . Don’t  you  feel  See  terks? 

“A:  Not  raafly. . -Maybe  a BfL . . 

•Q:  What  does  Bffl  {Gates]  have 
to  say  about  this? 

"A:  His  initial  reaction  was  not 
encouraging.  He  turned  to  his 
guard  dogs  and  said:  ‘Neukom! 
Hertmkfl  KM'  [Then  he  earned 
down.]  ‘OK/  he  said,  turning  to 
hfe  canine  physiotherapist, 
‘BaSmer,  cad  off  toe  dogs.  Gfre 
them  some  print  magarine  to  eat 
instead  7t*y  just  bate  the 
Economist’  * Neutom,  Herbdd 
and  Ballmer  are  three  of 
Microsoft’s  top  mariagere.  What 
they  think  about  State  isn’t 
recorded 

Holy  hi-tech 

Jarusaten,  accondlngto  hs  feisty 
mayor  Ehud  Ofenert.  has 


overtaken  Tel  Aviv  as  the  place 
to  be  when  it  comes  to 
technological  investment  That 
might  come  as  something  of  a 
surprise  to  those  more  used  to 
identifying  the  hofy  city  with  the 
sort  of  demonstration  carried  out 
last  weekend  by  more  than 
250,000  ultra-orthodox  Jews. 

But  Ofamert  sees  only 
opportunity  in  religious  fervour.  A 
chance  meeting  in  an  Amsterdam 
hotel  with  Pari  Baan  - one  of  the 
two  brothers  who  founded  the 
Baan  software  group  and  a • 
member  of  the  “Christians  for 
JsraeT  group  - gave  Otmertan 
idea.  He  proposed  a scheme  la- 
the ultra-orthodox  in  both  the 
Christian  and  Jewish 
communities  that  would  help 
solve  Israel's  shortage  of 

technological  manpower. 

”1  saw  no  reason  why  their 
beliefs  and  the  new  technology 
shouldn't  exist  side-by-side," 
Oimert  explains.  In  particular,  he 
reckons  women  cut  off  from 
elements  of  modem  soefety  by 
reOgious  dogma  could  benefit  So 
the  first  50  of  maybe  500  people 
from  different  ends  of  the 
religious  spectrum  are  now  bang 
trained  on  computers  and  in 
telecoms.  Olmerfs  prize?  He 
gets  5 per  cart  of  any 
recruitment  fees  - to  be  used  for 
toe  benefit  of  the  city. 

Moral  Milanese 

The  Party  of  European  Socialists 
has  chosen  an  odd  venue  to  hold 
fts  fourth  congress  next  month. 


MBan  offers  the  perfect  setting 
for  a big  convention:  one  of  the 
largest  trade  fair  complexes  in 
Europe,  gourmet  food  and  the 
highest  of  high  fashion.  But  it 
also  harbours  some  unhappy 
connections  for  the  socialists. 

The  city  has  a reputation  for 
being  the  country’s  moral  capitaL 
It  was  there  that  Italy's 
anti-corruption  judges  launched 
their  investigations  at  the  start  of 
the  1990s  to  clean  up  Italy’s 
legendary  political,  business  and 
bureaucratic  corruption. 
Unfortunately,  toe  result  was  to 
bring  down  the  then  socialist 
prime  minister  Betti  no  Craxi  - . 
now  living  In  exile  In  Tunisia  - 
and  his  party  with  him. 

Craxi  wont  be  attending  the 
congress,  since  the  moment  he 
steps  on  Italian  soil  he  faces 
arrest.  And  Europe’s  socialist  - 
leaders  have  yet  to  confirm 
they'll  be  going. 

Whoever  turns  up  will  be 
greeted  by  an  unlikely  host 
Gabriele  Albertfni,  Milan’s  mayor, 
is  a staunch  supporter  of 
right-wing  opposition  leader  and 
media  tycoon  Silvio  Berlusconi. 
He’s  also  the  only  right-wing 
mayor  to  run  a big  Italian  city,  as 
the  others  have  succumbed  to 
the  centre-left  coafition 
supporting  toe  government  of 
former  Communist  Massimo 
D’Alema, 

But  D’Alema's  own  party  feels 
the  congress  offers  an 
opportunity  to  win  back  votes 
from  norfhWners  who  fed 
perpetually  left  out  in  the  cold  by 


the  folk  in  Rome.  He’s  already  . 
made  several  trips  to  Milan 
pledging  not  to  let  it  degenerate 
into  a 21st  century  Chicago.  As 
for  toe  20th  century,  tough. 


Winging  it 


John  Gage,  Sun  Microsystems’ 
globe-trotting  chief  scientist,  is 
no  stranger  to  the  vagaries  of 
computer  software.  So  he  wasn’t 
surprised  that  a panel  of  top  US 
software  experts,  assembled  to 
advise  President  Clinton  on  the 
state  of  the  art,  concluded  that 
most  software  had  an  irritating 
tendency  not  to  work  properly  - 
if  at  all. 

But  It  took  the  eagle-eyed 
Gage  to  notice  that  somehow, 
somewhere,  between  toe  draft 
report  and  the  final  version,  air 
traffic  control  systems  had 
disappeared  from  the  list  of 
software  that  crashes  several 
times  a day.  So  long  as  it’s  only 
the  software  that  crashes. 

Bumpy  landing 

The  whole  world  knows  that 
South  Africa  has  a crime 
problem.  But  is  it  entirely 
sensible  for  toe  national  airline  to 
ram  toe  point  home  to 
unsuspecting  arrivals?  As  a 
recent  flight  from  London  taxied 
towards  toe  terminal,  startled 
passengers  heard  the  pilot 
welcome  them  with  toe  words; 
“Welcome  to  Johannesburg.  The 
safe  part  of  your  Journey  is  new 
over.’ 


dead  increases  have  fallen 
behind.  . - 

The  timing  scarcely  seems 
coincidental.  A decade  ago  the 
Berlin  Wall  came  down.  Then 
came  the  European  single  mar- 
ket AH  the  while,  information 
technology  was  learning  how  to 
turn  the  new  global  market  Into 
commercial  reality. 

These  were  developments 
which  small  companies  were  not 
equipped  to  exploit  They  were 
mostly  local,  anil  typically  not  in 
the  industries  - telecoms,  banks, 
pharmnrentireQg  - best-placed  to 
gain  from  the  new  world  order. 

Indeed,  the  size  effect  has  come 
to  apply  throughout  the  market. 
Within  the  FT-SE100  Index  of  the 
UK’s  largest  companies,  the  bot- 
tom 10  per  cent  by  size  have  per- 
formed worse  than  the  next  10 
per  cent,  and  so  on  upwards.  As 
size  has  pushed  up  the  share 
price,  so  shares  have  been  used' 
to  fund  amalgamation.  BP  Amoco 
on  its  own  has  a value  nearly 
equal  to  the  entire  UK  small  com- 
panies sector. 

How  should  small  companies 
respond  to  this?  Being  quoted, 
after  alL  has  its  costs:  complying 
with  listings  requirements,  wres- 
tling with  fund  managers,  pan- 
dering to  analysts.  Suppose  those 
companies  which  have  failed  to 
break  the  size  barrier  simply  quit 
the  market:  what  effect  would 
this  have  on  the  economy? 

Probably  beneficial,  is  the. 
slightly  depressing  answer.  If 
companies  go  private,  they 
assume  higher  levels  of  debt, 
which  in  turn  forces  them  into 
greater  operating  efficiencies. 

Alternatively,  small  quoted, 
companies  can  get  taken  over.  In 
that  case,  they  become  part  of 
larger  entities  which  are  properly, 
scrutinised  by  the  investing- 
institutions.  They  are  thereby, 
forced  to  confront  the  new-found 
doctrine  of  shareholder  value, 
which  has  only  had  a limited 
impact  on  the  small  company 
sector  to  date. 

More  generally,  the  business  is 
turned  over  to  those  who  have  a 
record  of  success,  and  are  there- 
fore likely  to  make  a better  fist  of 
it  And  in  the  end,  this  is  the  nub 
of  the  argument. 

It  is  tempting  for  small  compa- 
nies to  treat  their  size  as  an 
excuse.  But  ultimately  companies 
are  big  because  they  are  good, 
not  the  other  way  round.  For 
smaller  fry,  there  may  be  no 
escaping  the  biblical  parable  of 
the  talents:  unto  every  one  that 
hath  shall  be  given,  and  he  shall 
.have  - abundance:  but  from  him 
that  hath  not  shall  be  taken 
away  even  that  which  he  hath. 


quoted  company,  he  says,  “has 
made  it  easier  for  us  to  do  busi- 
ness more  sensibly  with  other 
companies  around  the  world”.  It 
has  also  anahlftd  him  fa  bring  in 
other  executives  to  help  him  run 
the  company  (other  directors 
own  a 31  per  cent  of  It).  Mr  Hard- 
castle, who  is  64,  plans  to  stand 
down  as  chief  executive  in  the 
next  two  years. 

More  positively,  Densitron 
says  it  has  not  suffered  from 
another  big  problem  affecting 
small  companies:  attracting  new. 
talent 

Mr  Hardcastle  was  invited  to 
Downing  Street  on  Monday, 
along  with  other  industrialists 
and  education  chiefs,  to  discuss 
training  programmes  with  Tony 
Blair,  the  prime  minister.  He 
may  be  out  of  favour  with  inves- 
tors, but  as  far  as  training  is 
concerned,  Mr  Hardcastle 
believes  he  has  got  it  right 


100  years  ago 

Death  Of  The  French 
President 

With  the  most  intense  regret 
Europe  will  hear  this  morning 
the  sad  and  most  unexpected 
intelligence  of  the  sudden 
death  of  M.  Felix  Faure, 
President  of  the  French 
Republic.  As  a man  M.  Faure 
had  no  enemies,  and  even  as  . 
a President  he  was  admitted 
to  be  thoroughly  incorruptible, 
although  briffiancy  has  never 
been  claimed  far  him  as  a 
statesman  even  by  his  best 
friends.  He  assumed  the 
presidency  four  years  ago  at  a 
most  critical  juncture.  M. 
Carnot  had  perished  by  the 
knife  of  the  assassin. 


50  years  ago 

German  Imports 
Frankfort,  Feb.  16.  The  main 
source  of  supply  for  Bizonal 
/tiie  combined  areas 
administered  by  the  US  and 
UK 3 imports  in  1948  was  toe 
United  States,  which  furnished 
goods  costing  $60_9rn,  or  61.6 
par  cent  of  toe  total,  toe  Joint 
Export-Import  Agency  review 
of  procurement  reveals. 
Countries  participating  in  the 
Marshall  Plan  contributed 
goods  and  services  amounting 
to  33.7  per  cent  of  the  total. 
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THE  LEX  COLUMN 


No  laggard 


Smart  work  by  Lagardfere.  lake  the  UK’s 
General  Electric  Company,  the  French 
conglomerate  has  swapped  its  various 
defence  joint  ventures  for  a chunky  stake 
in  an  enlarged  national  entity,  the  better 
to  exploit  European  consolidation.  But 
despite  its  33  par  cent  stake,  ’Industrial 
partner”  status  and  management  control 
of  the  new  Aerospatiale,  Lagardfae’s  even- 
tual exit  from  aerospace  seems  likely.  And 
sensibly  so:  focusing  on  Its  Hachette 
media  interests  should  narrow  a 3040  per 
cent  conglomerate  discount. 

In  the  meantime,  however.  Lagarddre 
has  every  interest  in  maximising  Aerospa- 
tiale’s value.  Encouragingly,  the  French 
government  is  allowing  it  to  forgo  part  of 
a balancing  cash  payment  for  Its  stake  if 
Aerospatiale  shares,  on  their  eventual  flo- 
tation, outperform  the  CAC-40  by  more 
than  20  per  cent  over  two  years. 

However,  since  the  state  plans  to 
remain  a substantial  shareholder  even 
after  flotation,  Laganfere  Is  unlikely  to  be 
free  from  back-seat  driving  altogether. 

In  theory,  then,  the  deal  should  create 
loads  of  value.  Traditionally  dominated  by 
its  heavy  civil  aircraft  activities,  Aerospa- 
tiale becomes  more  like  British  Aerospace 
and  DaiznlerChrysler  Aerospace  In  its 
business  mix  And  as  the  purest  quoted 
play  on  Airbus,  Lagantere  should  be  an 
important  force  for  rallying  the  French 
behind  Airbus's  belated  rationalisation 
into  a single  corporate  entity. 


Wti-Mart 

Sure  price  the  S&P  Compoeb 


its  gospel  of  everyday  low  pricing  around 
the  globe  - its  venture  into  Germany, 
although  small,  has  unnerved  Europe’s 
retailers. 

Nevertheless,  only  7 per  cent  of  profits 
come  from  international  operations  - and 
most  of  those  from  Canada  - so  the  group 
remains  dependent  on  the  US.  As  con- 
sumer spending  slows,  so  will  Wal-Mart 
But  analysts  reckon  tt  will  still  manage  14 
per  cent  compound  earnings  growth,  over 
the  next  five  years. 

After  nearly  quadrupling  since  1997,  the 
shares  are  hardly  cheap  on  40  times  earn- 
ings. But  this  is  not  a company  to  bet 
against 


Sema 


But  surely  this  is  pie  in  the  sky.  - The 
privatisation  of  Credit  Lyonnais  has  been 
designed  to  bar  an  immediate  takeover. 
Half  a dozen  friendly  shareholders  are 
supposed  to  be  taking  stakes.  But  the  SG/ 
Paribas  deal  puts  pressure  on  Credit 
Lyonnais,  as  well  as  BNP  - hence  its  bid 
for  a leading  role.  While  ruling  out  job 
cuts  would  forfeit  some  obvious  savings, 
no  French  bank  is  taking  the  knife  to  its 
staff  - yet  Retirements  from  2001  will 
take  the  sting  out  of  that  chore. 

Rationalisation  of  the  overbanfced  sec- 
tor win  come,  and  BNP  and  Crtdtt  Lyon- 
nais could  have  a good  stab  at  it  together. 


Banque  Nationale  de  Paris 


WalMart  Stores 


Offering  job  guarantees  to  Credit  Lyon- 
nais’ staff  may  defy  business  logic,  but  if 
it  puts  Banque  Nationals  de  Paris  first  in 
the  queue  for  an  eventual  merger,  the 
strategy  has  merit  France’s  quoted  banks 
were  lagging  behind  their  mnhiai  rivals 
in  terms  of  sector  consolidation  - until 
Socttte  Gdsdrale  did  a deal  with  Paribas. 

That  has  left  BNP  looking  a bit  lonely, 
and  a distant  third  to  SG/Paribas  and 
Credit  Agricole,  the  biggest  mutual 
Credit  Lyonnais  has  obvious  attractions 
for  BNP. 

Together  they  would  have  roughly  13 
per  cent  of  the  French  retail  banking  m®- 
ket.  BNP,  which  has  a market  value  of 
nearly  CISbn,  Is  bigger  than  Credit  Lyon- 
nais, yet  not  so  much  so  that  a merger 
of  equals  could  not  be  constructed 
within  the  60:40  limits . 


Still  wandering  where  those  free-spend- 
ing US  consumers  are  emptying  their  wal- 
lets? At  Wal-Mart,  clearly.  The  discount 
chain's  full-year  results  were  stunning, 
wjth  earnings  rising  26  per  cent  and  sales 
19  nearly  9 pear  cent  on  a hkefor-lika 
basis  - and  17  per  cent  overalL  Consider- 
ing Wal-M&rfa  $137bn  annual  revenues 
exceed  the  gross  domestic  product  of 
Greece  said  Poland,  this  kind  of  growth 
rate  looks  even  more  impressive. 

The  management  deserves  credit  for  its 
aggressive  expansion  drive.  Already  the 
world’s  largest  retailer,  WalMart  plans  to 
increase  its  square  footage  by  nearly  a 
tenth  this  year.  And  the  bigger  it  gets,  the 
greater  the  economies  of  scale:  operating 
margins  rose  35  basis  points  to  more  than 
6 per  cent  last  year,  which  is  pretty  fat  for 
a discounter.  With  that  sort  of  muscle, 
Wal-Mart  is  in  a strong  position  to  spread 
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Europe  today 
The  eastern  Mediterranean  wifi 
have  heavy  showers  and  longer 
apeta  of  rain.  Southern  Italy  wJQ 
also  be  showery  but  northern  Italy 
should  be  mostly  dry  with  sunny 
speBs.  Spain  and  Portugal  wffl  be 
Wily  sunny  but  the  for  north  wW 
have  showers.  A chJBy  north-west- 
erly airflow  wil  effect  France,  the 
Low  Countries  and  Germany  with 
sunny  spelh  and  showers.  The 
showers  wiB  be  heavy  and  wintry 
across  Holland  end  Germany. 
Scandinavia  and  eestam  Europe 
win  be  cold  with  snow  flurries. 

Five-day  forecast 

A strong  ridge  of  high  pressure  wW 
keep  the  western  Mediterranean 
tine  but  Greece  wffi  stay  unsettled. 
Central  and  north-west  Europe  will 
be  changeable  but  mflder  air  wfli 
move  in  off  the  Atlantic.  Southern 
and  western  Scandinavia  wffl  be 
wsnmer  but  winder  with  heavy  rein 
and  snow  by  Friday. 
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BNP  to  guarantee  jobs  in 
move  on  Credit  Lyonnais 

Bank  seeks  stake  in  privatisation  as  shake-out  continues 


By  Sfemr  Unodar  in  M 


Sema  often  compares  unfavourably 
with  CMG  and  Loglca,  its  more  impres- 
sive peers  among  the  band  of  European 
information  technology  services  compa- 
nies. Yesterday,  it  did  at  least  dispel  some 
doubts  over  its  ability  to  keep  up  with 
sector  growth  rates.  Annual  turnover 
from  continuing  businesses  rase  21  per 
cent,  adjusting  for  currency  effects. 

Other  encouraging  results  included  a 
healthy  order  book,  with  a big  jump  in  the 
book-to-bill  ratio.  Better  management  of 
working  capital  also  improved  the  cash 
flow. 

And  yet  Serna's  operating  margins,  at 
&5  per  cent,  are  dull  The  company  is 
quick  to  paint  out  the  hefty  research  and 
development  spend,  without  which  mar- 
gins rfhnb  to  9 per  cent  But  that  is  still 
well  below  rivals  like  CMG  and  Admiral, 
which  are  forecast  to  report  margins  of 
13-14  per  cent  for  1996. 

Of  course,  Serna's  push  into  software 
products  for  telecommunications  opera- 
tors may  improve  the  outlook.  But  as  yet, 
the  product  division  does  not  break  even. 
Furthermore,  Its  target  market  is  competi-  : 
tive.  Heavyweight  telecoms  equipment 
makers  such  as  Lucent  are  also  scouring 
for  opportunities  to  develop  such  applica- 
tions as  hilling  systems. 

Investors  keen  on  the  IT  services  sector 
world-wide  should  also  the  far 

higher  valuations  accorded  to  Sema  and 
its  ilk  in  the  UK  compared  with  the  for 
more  modest  ratings  their  US  peers  com- 
mand. Sema  shares  trade  on  a forward 
price/eamings  ratio  of  around  50.  That 
looks  too  punchy. 


Banque  Nationals  de  Paris,  the 
second  largest  bank  on  the  Paris 
stock  market,  is  planning  to  guaran- 
tee the  jobs  of  Credit  Lyonnais ’ 

30,000  employees  in  exchange  for  a 

leading  role  in  the  privatisation  of 
the  stateowned  bank. 

Its  offer  Is  a response  to  this 
month's  €15bn  (ja&Shn)  takeover  of 
Paribas  by  Sodfito  Gtoferale,  creat- 
ing France’s  largest  bank  and 
Increasing  pressure  on  BNP  to  seek 
a partner. 

The  Crfedit  Lyonnais  privatisation, 
to  be  launched  next  month,  is  expec- 
ted to  bring  about  further  rationalis- 
ation Of  French  hanlrtry 

Senior  executives  said  BNP's  plan 
had  been  discussed  informally  with 
finance  minify  /ifflriah  «ri^  g for- 
mal proposal  could  follow.  . 

The  French  government  is  plan- 
ning to  sen  up  to  a third  of  Credit 
Lyonnais  to  fasti  tntinhai  investors, 
creating  a group  of  “partner  share- 
holders" with  stakes  of  5 to  8 per 
cent  each.  Up  to  50  per  emit  will  be 


floated  on  the  stock  market,  with  the 
government  and  bank  employees 
holding  the  remainder. 

BNP  is  thought  to  be  seeking  a 
larger  gfatke  than  the  other  institu- 
tional investors,  giving  it  an  active 
role  among  “slewing  partners". 
“Our  plan  would  w"1"ta»fa  foe  two 
brands  and  their  entire  networks,” 
said  a BNP  executive. 

Its  offer  is  unlikely  to  change  the 
government's  plans,  which,  were 
cleared  last  spring  by  the  European 
commission,  but  the  jobs  issue  could 
now  become  a key  factor  in  the  bid- 
ding by  large  investors. 

Job  creation  is  foe  top  priority  of 
Lionel  Jospin,  foe  French  prime 
minister,  and  the  government  is 
keen  to  avoid,  redundancies  as  a 
result  of  the  privatisation. 

“Sooner  than  yon  tidnk,  guaran-’ 
teeing  that  there  wOQ  be  no  job  cuts 
wDl  become  a precondition  for  par- 
ticipating In  foe  privatisation,'’  said 
a US  investment  banker  involved  in 
French  mergers  and  acquisitions. 

When  CIC,  a commercial  bank, 
was  privatised  a year  ago,  thegov- 
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Brussels  accused  of  trying  to 
sabotage  trade  advice  centre 


By  Frances 


Supporters  of  a plan  to  set  up  an 

Jags)  fwrtTP  fnr  pnnr 

countries  Involved  in  trade  disputes 
have  accused  the  European  Commis- 
sion, the  executive  arm  of  the  Euro- 
pean Union,  of  trying  to  sabotage  it 

The  European  Commission  yester- 
day proposed  Instead  strengthening 
the  ability  of  foe  World  Trade 
Organisation  to  give  legal  advice  to 
developing  countries,  many  of  which 
lack  the  expertise  and  resources  to 
challenge  the  trade  policies  of  indus- 
trialised miiintriftw  or  dtrfpnrt  them- 
selves effectively  against  complaints. 

Backers  of  the  planned  Advisory 
Centre  cm  WTO  Law  say  Cannxds- 
sion  officials  fear  the  centre  could 
help  countries  to  challenge  the  EITs 
protectionist  Common  Agricultural 
Policy  or  foe  environmental  and 
social  conditions  applied  to  its  pref- 
erential trade  arrangements  for  poor  - 
nations. 

They  argue  that  the  Commission's 
counterproposal  will  not  meet  the 


need  of  poorer  nations  for  access  to 
high-powered  lawyers  able  to  argue 
their  case. 

WTO  officials  are  required  to  be 
neatraL 

“Developing  countries  need  parti- 
san legal  advice,"  said  one  trade  offi- 
cial supporting  foe  centre.  “By  defi- 
nition, that  cannot  be  given  by  foB 
WTO."  - 

He  other  trade  officials  said 
the  move  by  Brussels  was  an 
attempt  to  stop  individual  EU  mem- 
bers contributing  to  foe  independent 
centre,  'which  could,  leave  ft  short  of 
funds. 

The  Commission  speaks  for  the  15 
EU  member  states'  in  foe  WTO. 

The  Netherlands,  Sweden  and  the 
UK  are  among  foe  13-strong  core 
group  of  countries  promoting  foe 
centre,  the  others  being  Bangladesh, 
Colombia,  Hong  Kong,  Norway,  the 
Philippines,  South  Africa,  Tanzania, 
Tunisia,  Turkey  and  Venezuela. 

proponents  argue  that  the  centre 
is  juried  to  ensure  the  ftnwbinwital 
democratic  principle  of  “equal  access 


to  justice”  in  international  dispute 
settlement,  just  aa  legal  aid  schemes 
allow  those  on  low  incomes  to 
dpfpnd  their  rights  under  domestic 
law.  - 

Nigel  Gardner,  spokesman  for  Sir 
HriHan  the  EU  trade  commis- 
sioner, yesterday  denied  divisions  in 
EU  ranks  and  said  the  CammissioiTs 
plan,  which  envisages  a freestand- 
ing legal  advice  unit  within  foe 
WTO,  had  the  backing  of  all  member 


However,  the  EU  proposal  has  run 
into  opposition  from  foe  US  which 
told  the  WTO’s  general  council  yes- 
terday that  the  proposal  would  com- 
promise the  WTO's  impartiality. 

The  centre’s  backers  are  trying  to 
raise  the  fl5m  needed  for  foe 
scheme  to  go  into  operation  by  the 
target  date  of  July  1999  from  WTO 
governments. 

The  centre  would  act  on  behalf  of 
developing  and  transition  countries 
wishing  to  pursue  trade  complaints 
or  facing  a WTO  challenge.  Fees 
would  be  based  on  ability  to  pay. 
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Bank  on  our  Euro-Competence 
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' ernment  accepted  a FFtSObn  bid  by 
Credit  Mutuel,  a mutually-owned 
bank,  over  a hij^fir  after  from  ABN* 
Amro  of  the  Nfithsrlanda.  Crtdlt 
Mutuel  had  offered  job  guaraatese 
for  CUCemployees. 

Bankers  In  Faria  said  Jean  Payre- 
levade,  credit  Lyonnais  chairman, 
had  turned  down  a cooperation  pro- 
posal from  Michel  Pdbereau,  Ms 
opposite  number  at  BNP,  in  a tele- 
phone conversation  after  t^e  Soc- 
Gen/Paribas  deal  was  announced. 
On  February  2,  the  day  following  the 
announcement,  Michel  Pfibereau, 
BNP  chairman,  said  foe  bank’s 
senior  management  was  “increas- 
ingly interested  Dn]  getting  closer" 
to  another  bank. 

Mr  FeyretevadB,  who  is  hostile  to  a 
link-up'  with  a rival  commercial 
hanfe  such  as  BNP,  appealed  last 
week  for  Credit  Agricole  to  play  a 
role  in  foe  privatisation.  Crtdtt  Agri- 
cole, a mutually-owned  bank,  said  tt 
would  “examine'’  the  possibility- 
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Intel  launches  new  Pentium  chips 

Craig  Barrett  (left),  chief 
executive  of  Intel,  foe 
world's  leading  semi- 
conductor manufac- 
turer, wffl  today  launch 
a new  generation  of 
Pentium  microproces- 
sors that  win  boost  the 
Internet  capabilities  of 
PCs.  The  new  chips 
will  bring  tuU-motlon 
video  to  the  PC  screen, 
blurring  the  distinctions 
between  television  and  internet  services.  PCs 
may  also,  for  the  first  time,  become  truly  com- 
petitive with  purpose-built  computer  game 
machines  that  plug  into  the  TV  set  Ftege  17 

AN  clear  for  Egyptian  business 

Egyptian  businesses  are  discovering  that  trans- 
parency can  be  profitable  and  that  the  account- 
ing hicks  of  the  past  are  unlikely  to  deceive  the 
new  breed  of  Investment  bankers  they  now  deal 
with.  Private  companies  will  have  to  disclose 
more  financial  information  to  investors  if  they 
want  to  attract  capital  market  funds.  Page  14 

Flood  of  Interest  for  water  licences 

Australia’s  most  scarce  natural  resource,  water, 
is  becoming  commoditised.  Once  regarded  as  a 
gift  from  God,  water  is  now  being  traded  kid  is 
attracting  big  money  in  a big  dry  continent.  For 
the  first  time,  the  value  of  water  is  being 
decoupled  from  the  value  of  lazid  and  the  mar- 
ket is  putting  a price  on  this  water.  Page  22 

Telecom  brings  balance  to  Tallinn 

The  flotation  last  week  Of  a 23.7  per  cent  stake 
In  Estonia's  telecommunications  monopoly, 
Estonian  Telecom,  has  nearly  trebled  the  market 
capitalisation  of  the  Tallinn  stock  exchange  and 
put  an  end  to  the  dominance  of  bank  shares. 

The  offering  is  likely  to  boost  a bourse  still  suf- 
fering the  effects  of  the  Russian  crisis.  Page  32 

Australia  cuts  price  of  bon  ore 

Australia's  iron  ore  exporters  have  agreed  to 
take  price  cuts  of  around  11  per  cent  for  iron 
ore  shipments  to  Japanese  steel  mflis.  The  deal 
follows  four  years  of  increases  and  reflects  the 
fact  that  Japanese  steel  production  is  running  at 
27-year  lows.  Page  22 

Yen  falls  with  government  approval 

The  yen  continued  to  sink  under  the  tolerant 
eye  of  Esuke  Sakakibara,  the  Japanese  vice- 
finance minister  known  as  Mr  Yen.  Mr  Sakaki- 
bara said  the  yen's  weakening  was  a logical 
consequence  of  Friday's  Interest  rate  cuts,  and 
the  government  did  not  want  to  intervene  unless 
panic  set  in.  Page  21 

Rate  concerns  depress  euro-zone 

Interest  rate  concerns  preoccupied  wprid  stock 
markets,  boosting  Tokyo  but  depressing  . . . 
Europe.  Even  a strong  start  on  Wafl  Street, 
returning  attar  a hoflday  on  Monday,  failed  to 
improve  the  mood  in  the  euro-zone.  Page  32 
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JAPANESE  GROUP'S  PUBLIC  OFFERINGS  WOULD  BE  AIMED- AT  REINFORCEMENT  AS  SOFTWARE  SECTOR  RAPIDLY  CONSOLIDATES 


Fujitsu  may  float  US  subsidiaries 


By  Paul  Abrahams  in  Tokyo 


Fujitsu,  the  Japanese  software 
and  Information  .technology 
services  group,  is  considering 
the  partial  flotation  cf  the  US’s 
DMR  Consulting  nnri  Amdahl, 
once  one  of  the  great «»"”  in 
the  US  computing  sector. 

The  Tokyo-based  company 
said  it  also  remained  commit- 
ted to  an  initial  public  offering 
in  ICL,  its  UK  computer  ser- 
vices subsidiary.  This  is  sched- 
uled for  next  year. 

The  IPOs  would  he  aimed  at 
helping  the  subsidiaries  make 
acquisitions  to  reinforce  their 
position  in  the  rapidly  consoli- 
dating software  services  sec- 
tor. The  plans  also  lrmtoi-Kna 


the  financial  weakness  of  the 
Japanese  parent  company 
whose  semi-conductor  and 
telecommunications  arms  are 
struggling  from  falling 
demand  and  a collapse  In 
prices. 

In  an  Interview  with  the 
Financial  Times,  MapyuM  Afri- 
kuaa,  the  recently  appointed 
president  of  Fujitsu,  said  an 
initial  public  offering  far  ICL 
was  dearly  the  right  step  for 
the  Company  «Tiri  that  the  its 
operations  could  also  follow 
that  path.  ./ 

“The  software  services  envi- 
ronment is  rhanghtg1  quickly. 
To  survive  these  companies 
may  need  to  make  acquisi- 
tions. This  is  not  a period 


when  our  subsidiaries  abroad 
can  ask  Fujitsu  for  funds. 
They  most  obtain  their  own,* 
he  said.  . 

He  continued;  “We  are  in  dif- 
ficulties with  our  semi- 
conductor operations  and  far 
this  [financial]  year  and  next 
year  I cannot  be  optimistic. 
The  losses  cm  semi-conductors 
are  so  large  that  it  makes  it 
difficult  for  the  group  as  a 
whole.” 

The  personal  computer  busi- 
ness was  also  in  loss,  although 
It  was  not  a large  one,  he 
added.  However,  the  software 
and  services  operations  and 
hard  disc  drive  businesses 
were  doing  well. 

Brokers  Warburg  Dillon 


Read  estimated  Fujitsu  would 
achieve  net  profits  of  just 
YSObn  ($2S8.6m)  in  the  year  to 
March  31  an  sales  af  Y5,290bn. 

Mr  AMkusa  said  the  flota- 
tions would  also  offer  the  pos- 
sibility of  share  options  for 
staff,  which  should  lead  to  bet- 
ter retention  of  key  personnel. 
However,  this  was  not  the 
main  motivation  for  the  share 


He  added  that  Fujitsu 
needed  to  ensure  that  the  Jap- 
anese retained  management 
influence  after  the  IPOs, 
although  it  was  important  to 
stress  localisation  as  wdL 
In  the  year  parting  in  March, 
Amdahl  is  expected  to  gener- 
ate revenues  of  £L2bn.  Recent 


profit  figures  are  not  available. 
But  in  1996,  when  Fujitsu 
acquired  the  58  per  cent  of  the 
company  it  did  not  own  for 
about  3880m.  the  company 
posted  losses  of  3326m  on  sales 
of$L6bn. 

In  1997,  the  last  year  for 
which  figures  have  been  pub- 
lished, ICL  achieved  pre-tax 
profits  of  £30m  ($48.9m)  on 
turnover  of  £U8bn. 

Fujitsu  acquired  the  last  93 
per  cent  of  the  UK  company 
that  It  did  hot  own  late  last 
year  for  £50m  from  Nortel  Net- 
works, the  Canadian  telecoms 
equipment  maker. 

Schools  to  get  free  not,  Page  7 
Mat  stocks*  valuation,  Page  17 


Sponsored 

telephony 

leader 

considers 


By  TtaBwt  In  Stockholm 
and  DavM  Own  Eb  Paris 


GratisTel  International,  the 
Swedish  company  behind 
Europe's  first  advertising-spon- 
sored mobile  telephone  ser- 
vice, is  planning  to  seek  a 
stock  market  listing,  following 
the  launch  of  services  this 
year  in  the  UK,  France  and 
Denmark.  . 

The  company  provides  free 
telephone  calls  for  customers 
prepared  to  listen  to  commer- 
cials. It  is  expected  to  he  val- 
ued at  about  3100m  when  it 
comes  to  market 

Privately-owned  QrittisTel  ls 
the  largest  of  about  15  fledg- 
ling “sponsored  telephony” 
companies  which  have  been 
set  lip  in  Europe  and  North 
America  in  recent  years. 

They  license  tedmotogy  to 
network  operators  for  so-called 
free  calls  in  return  for  call  roy- 
alties. The  network  operators, 
in  turn,  sell  airtime  to  adver- 
tisers. 

Executives  yesterday  said  it 
would  decide  next  month 
whethar  to  list  in  New  York  or 
Stockholm,  Where  GratisTel  is 


hosed. 

Proceeds  from  a rights  issue 
raising  H5md2Qm  of  new  capi- 
tal have  hem  aamnuhad  for 
an  aggressive  international 
expansion,  with  the 


ajipfog  to  lift  its  subscriber 
base  from  2.5m  this  year 
to  10m  by  the  end  of 
2000. 

Before  being  connected,  cal- 
lers are  obliged  to  listen  to 
advertising  or  info-mocha  such 
as  local  weather  or  hews 
reports. 

Tinder  GratisTel'a  propri- 
etary technology,  the  calls  are 
interrupted  by  10  second  com- 
mercials heard  both  by  the 
subscriber  and  the  person 
called. 

Analysts  have  questioned 
the  market  for  such  a system, 
pointing  out  that  few  premi- 
um-rate paying  customers 
would  opt  for  file  service. 

GratisTel,  however,  has  cap- 
tured 7 per  cent  of  fhe  fixed- 
Hne  telephone  customer  base 
in  Stockholm. 

Sonofon,  the  Danish  ceflnlar 
operator,  and  Bonygnes  Tele- 
com of  France,  have  signed 
letters  of  intent  to  offer  the 
system,  featuring  advertisers 

fni-trwtttig  Mrilnnalik,  the  fostr 
Vwl  rhnfti,  and  nwa  dwntid 

CNN. 

Bouygues  Telecom  empha- 
sised that  the  project  was  at 
the  planning  stage,  hut  said  it 
would  probably  test  market 
the  service  in  tats  spring  or 
earfy  summer. 

Last  week  GratisTel  signed 
its  first  contract  for  advertis- 
ing-sponsored -cslQs  in  the  UK 
The  deal  follows  a year  of  talks 
with  a “leading"  network  oper- 
ator , which  has  not  been 


British  TeiecmnmimkattaDS 
yesterday  confirmed  It  had 
teen  in  talks  with  the  group, 
but  it  had  not  signed  a 
contract.  UK  network  opera- 
tors Vodafone  and  Orange  fare 
also  understood  to  have  been 
fn  negotiations  with  GrafisfTeL 
-pfeyjfoqUnarf  to  comment  yes- 
terday. 

Peter  Landgren.  GratisTel 
chief  executive,  said  the  group 
was  also  dose  to  signing  its 
first  contracts  in  the  US  and 


1 per  sent  cf  fhe  global  media 
aurint,  the  turnover  for  the 
companies  involved  could  be 
worth  SKrtOflbn,”  he  added.- 


Wal-Mart  delivers  strong  results 


Shares  up  as 
final  quarter 
surges  21  % 

ujf  Aiitniif  i opociiro  jofiiaon 


Wal-Mart  Stares,  the  world's 
largest  retailer,  extended  its 
market-beating  share  price 
rally  yesterday  after  stronger 
than  expected  fourth  quarter 
results  which  showed  the 
fruits  of  its  international 

pypmcrrm 

However,  Bobby  Martin, 
head  cf  the  US  discount  retail- 
er's international  division, 
played  down  speculation  of  an 
imminent  step-up  in  its  Euro- 
pean acquisition  strategy,  say- 
ing that  most  of  its  expansion 
would  occur  in  existing  mar- 
kets. 

Wal-Mart's  only  current 
European  market  is  Germany. 
Reports  that  it  mdgxt  buy  Asda 
or  MFI  in  the  UK  were  “just  a 
lot  of  speculation",  Mr  Martin 
said. 

The  focus  of  its  European 
expansion  strategy  this  year 
would  he  an  converting  the  74 
German  stores  acquired  from 
Spar  Handels  last  year,  he 

added. 

Net  income  for  the  final 
quarter  increased  by  21  per 
cent  to  6L56bn  (€L77),  giving 
Bantings  per  share  of  TO  emits, 
up  23  per  cent  The  rise  came 
on  a 15  per  cent  improvement 
in  sales  to  geO-Stm,  which 
included  an  8.7  per  cent  like 
for  Hke  improvement. 

The  results  sent  Wal-Mart's 
shares  up  63ft  to  687%  by 
lunchtime,  taking  the  share 
price  to  almost  four  times  the 


Cheer  at  tfw  ahsclc-oiit  But  reports  of  a posaUo  purchase  to  the  UK  are  Tuat  slot  of  speculation*.  Reuters 


level  at  which  it  stood  in  Janu- 
ary 1997. 

Linda  Kristiansen,  retail 
analyst  at  Schroders,  said: 
“Wal-Mart  has  done  stun- 
ningly wall,  partly  because  cf 
its  own  flawless  execution, 
partly  because  of  the  contin- 
ued strength  -of  consumer 
spending. 

At  some  point  that  must 
stow,  but  whfle  file  economy 
stays  strong,  they  will  con- 
tinue to  ontpafonD.” 

The  fourth-quarter  results 
contributed  to  a 17  per  cent 
increase  in  foB-year  sales  to 


fldTbn,  and  a 26  par  cent  rise 
in  annual  net  income  to  a 
record  64.458m. 

Growth  came  across  the 
board,  hat  was  particularly 
strong  in  the  international 
division,  which  includes 
Mexico  and  Canada.  Interna- 
tiona] operating  profits  leapt 
from  $282m  to  6551m  in  the 
year,  an  a 63  per  cent  sales 
advance  to  fUL2bn. 

The  main  Wal-Mart  stores 
cfivjsian  grew  sales  by  14  per 
cent  to  695.4tm  and  increased 
operating  profit  by  21  per  cent 
to  67-OBbn  in  1998,  thanks . 


partly  to  the  conversion  of 
existing  stores  into  Supercen- 
ters, which  include  food  stares 
alongside  general  merchan- 
dise. 

Mr  Martin  said  Wal-Mart 
would  want  to  be  “a  major 
player  and  a dominant  player” 
In  e-commerce  as  that  market 
developed.  The  group  intends 
to  step  up  its  e-commerce 
activities  this  year,  he  said, 
but  “our  philosophy  has 
always  been  that  the  customer 
guides  us." 

Lex,  Pago  12  ™~ 


Regulator 
doubts  fail 
to  curb 
online 
brokerage 

By  John  Labate  in  New  York 

The  rapid  expansion  of  US 
nntinfr  brokerages  has  contin- 
ued despite  cautionary  noises 
from  regulators  and  growing 
consumer  frustration  caused 
by  trading  failures  and  slow- 
downs. 

Charles  Schwab,  the  largest 
online  broker,  said  it  had 
reached  “unprecedented  vol- 
umes in  January”,  with  an 
average  of  153,000  online 
trades  a day.  This  was  60  per 
cent  up  on  the  fourth  quarter 
of  1996.  On  average  6,400  new 
online  accounts  were  opened 
each  day. 

The  rise,  which  surprised 
analysts,  helped  push  Charles 
Schwab's  customer  asset  hold- 
ings to  65211m  during  the 
month,  40  per  cent  above  the 
same  period  last  year. 

Separately.  E*Trade,  the 
third  largest  online  trading 
company,  is  to  launch  the  first 
of  a new  of  mnHmi  foods 
and  money  market  funds  next 
week  after  receiving  regula- 
tory approval  to  expand  Into 
asset  management  It  said  the 
fund  would  be  called  the 
E*Trade  Standard  & Poor's  500 
Tndwr  Fund. 

This  brings  the  company 
into  line  with  other  retail 
industry  leaders  such  as 
Schwab,  and  takes  E*Trade 
nearer  to  building  an  online 
fall-service  brokerage. 

On  Wall  Street,  Charles 
Schwab  stock  rose  more  than  4, 
per  cent  to  665ft  by  lunchtime, 
with  E*Trade  up  6%  to  646%. 

Donaldson.  Lufkin  & Jen- 
retie,  which  owns  DLJ  Direct 
its  own  online  brokerage,  was 
also  up  at  midsession,  reach- 
ing 652%,  up  62%.  The  com- 
pany is  set  to  announce 
whether  it  will  launch  an  ini- 
tial public  offering  for  the 
online  arm. 

The  online  brokerage  sector 
continues  to  suffer  from  its 
success,  with  the  largest  trad- 
ers suffering  slowdowns  as 
they  scramble  to  keep  up  with 
rising  demand.  Bill  Burnham, 
electronic  commerce  analyst  at 
CS  First  Boston  in  San  Ftan- 
tisco,  said:  “The  problem  is 
not  that  people  don't  like 
them;  it’s  that  they  like  the 
industry  too  much.” 

Two  weeks  ago  EKot  Spttzer, 
New  York  State’s  attorney- 
general,  announced  an  indus- 
try Inquiry  in  response  to  the 
high  number  cf  customer  com- 
plaints. 


Barclays  posts 
12%  increase  in 
pre-tax  profits 


By  fiHrge  Man, 
Baittq  Effltoi 


Barclays,  the  UK  banking 
group,  yesterday  promised  a 
cost  , freeze  this  year  as  it 
announced  pre-tax  profits  of 
£L95Sm  «8J2bn)  in  1996. 

The  result  represented  a rise 
of  12  per  cent  hi  reported  prof- 
its, but  was  flattered  by  heavy 
exceptional  costs  in  1997.  Oper- 
oax 


nesses  fell  20  per  cent  to 
El, 9»i*i. 

Sfr  Peter  JUBddteton,  who  has 
been  acting  as  chief  executive 
since  the  departure  last 
November  of  Martin  Taylor, 
said  Barclays  bad  exceeded  its 
cost  targets,  with  total  operat- 
ing expenses  for  ongoing  busi- 
nesses rising  5.4  per  cent  to 
£4£Gbn. 

Sir  Peter  said  Michael 
OTStaOL  the  Bank  t <t  America 
executive  whose  appointment 
as  Barclays’  new  chief  execu- 
tive was  announced  last  week, 
would  want  to  play  a part  In 
the  formulation  of  the  cost- 
cutting plans,  and  a more 
dafarilfld  pmffnmrmp  WOUM  he 
announced  in  August  with  the 
hawk's  half-year  results. 

However,  the  bank  had 
already  embarked  on  its  plans 
to  bring  its  spiralling  costs 
under  control. 

*Tm  bloody  sure  rm  going  to 
keep  these  costs  constant  this 
year,"  Sir  Pete-  said,  pledging 
tint  cost  controls  would  start 
at  the  top  with  a freeze  on 
homrirpom 

The  promise  of  a brake  on 
costs  thrifleti  investors,  push- 
ing Bazdays  dares  - which 
had  already  ram  in  the  wake 
of  Hr  OTfaS'fe  ^mofxxtx 


up  6.4  per  cent  yesterday  to 
£16.92.  Brokers  Credit  Lyon- 
nais Securities  said  it  expected 
to  increase  its  profit  forecasts 
for  1999  and  2000  by  about  4 
percent 

Barclays  profits  were 
gtightfry  highar  than  the  level 
it  had  earlier  told  analysts  to 
aspect,  but  were  battered  by 
thA  impart-  <jf  Russia's  default 
on  its  dwnmHi*  debts  and  the 
subsequent  turmoil  in  finan- 
cial markets.  That  led  to  losses 
of  £205m  on  proprietary  trad- 
ing and  a further  £!5&n  of  pro- 
visions on  exposures  to  Rus- 
sian debtors. 

Barclays  Capital,  the  invest- 
ment hanking  division  that 
bore  the  brunt  of  the  Russian 
upheaval,  reported  an  operat- 
ing loss  of  £265m  compared 
with  an  operating  profit  of 
ttstw  Jn  1997.  Sr  Peter  indi- 
cated he  hoped  to  turn  that 
loss  around  in  1999. 

“You  wouldn't  be  an  that  for 
off  if  you  reversed  the  sign." 

The  bank's  two  largest  divi- 
sions. however,  continued  to 
turn  in  substantial  profits. 
Retail  financial  services 
increased  operating  profits  18 
per  cent  to  £LS2bn,a  return  on 
economic  capital  of  45  per 
cent  Corporate  hanking  raised 
operating  profits  by  6 per  cent 
to  2972m,  a return  of  27  per 
cent 

Rwfadlriy  flip  ftmadbm  pmvi. 

sionfi,  loan  loss  provisions  rose 
from  £227m  to  £339m,  but 
remained  at  laae  than  half  the 
£700m  level  the  bank  estimates 
as  Its  average  annual  bad  debt 
charge  over  the  course  of  the 
economic  cycle. 


i 


* 
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COMPANIES  & FINANCE:  EUROPE 

BENCHMARKS  LONDON  EXCHANGE  TO  ALLOW  P.ONVFRSinN  OF  LIBOR  CONTRACTS . 


Liffe  gives  way  to  Euribor 


By  Edward  Lace, 


The  London  International 
Financial  Futures  and 
Options  Exchange  is  expec- 
ted today  to  give  the  market 
the  opportunity  to  bury  Its 
contract  based  on  Libor,  the 
London  Inter-bank  Offered 
Rate,  and  convert  its 
remaining  positions  into 
Euribor,  the  rate  set  in  Brus- 
sels. 

The  move,  which  will  take 
place  as  a "voluntary  con- 
version”, is  the  strongest 
sign  yet  that  the  reference 
bank  lending  rate  set  in  Lon- 
don has  in  effect  lost  tbe 


“battle  of  the  benchmarks" 
to  Brussels. 

Although  the  success  of 
Euribor  will  not  necessarily 
have  any  bearing  on  where 
money  market  trading  in 
euros  takes  place,  the  threat 
• to  Libor  was  seen  as  a 
direct  threat  to  LUfe, 
which  has  lost  much  of  its 
volume  in  other  contracts  to 
Eurex.  its  Frankfurt-based 
competitor. 

Both  Eurex  and  Matif,  the 
French  derivatives  ex- 
change, offer  three-month 
interest  rate  contracts  based 
on  Euribor.  So  far  neither 
exchange  has  managed  to 
make  a large  dent  in  the 


market  for  the  key  interest 
rate  future,  with  Liffe  main- 
taining a 75  per  cent  share  of 
overall  turnover. 

However,  derivatives  trad- 
ers say  that  Liffe’s  com- 
manding lead  could  slip 
when  the  first  three-month 
Euribor  contract  expires  on 
March  15. 

At  this  stage,  the  market 
will  be  given  the  opportunity 
to  “roll-over"  positions  into 
tbe  new  contract  expiring  tn 
June  or  dose  positions  and 
switch  to  either  Matif  or 
Eurex. 

“The  battle  is  by  no  means 
over  on  which  exchange 
dominates  the  Euribor  con- 


tract," said  a senior  trader  in 

Txmdnrtl 

Bankers  say  that  Liffe  Is 
still  in  a precarious  situation 
only  two  months  before  it 
begins  to  move- its  largest 
contracts  on  to  its  fun-time 
electronic  screen  trading 
system,  Liffe  Connect 

With  both  Matif  and  Eurex 
offering  lower-cost  elec- 
tronic trading,  volumes 
could  still  move  in  the  inter- 
vening period.  However, 
traders  agree  that  the  “open 
outcry”  system,  which  Lifffe 
is  in  effect  phasing  out,  still 
offers  greater  liquidity  on 
the  more  sophisticated  con- 
tracts such  as  the  three- 


month  interest  rate  future. 

This  Is  because  the  market 
likes  to  cany  out  complex' 
"multi-strike"  ..trades  bn' 
Interest  rates  futures,  which, 
are  still  difficult  to  execute 
on  . ..  electronic  trading 
systems.  Liffe 's  Euribor  con- 


tract is  set  to  move  to  the-- 
screen  In  July  or  August' 
The  exchanges  era 'also' 
;batUing  fiercely  to  win  a 
dominant  share  in  trading  of 
the  various  equity  index 
futures  for  the  eunwtenoml- 
nafed  stock  market  V 


Astra  plays  down  delays 
to  $35bn  Zeneca  merger 


Volvo  to  cut  further  650 
jobs  at  Swedish  trucks  arm 

“tfolvo,  the  Swedish  vefifc^group,  annouheod  yesterrfay  it 
was  to  cut  au  further  650  fobs  at  its  trucks  unit  in  Sweden 
qlue  to  more  efficient  production  and  an  expected  drop  In 
Furop^  etemand  fort^vy  trucks,  ft  said  1998  had  ^eerv 
TucdrcUeveis  t^biK&'denrand  in  Europe  and  its  plants  had 

"been  Working  tbdeai  wkh  this  and  an  order  backlog  whfcti 
had  built  up.  Ncw^wfth  dernand  for  heavy  trucks  in  Europe 
forecastto  drapsTightfyfcndthe  order  bacHogcteared, 
prodmrtton  needed  to.be  oil.  . . 

The  cutbacks  A tttoHjtnea  and.  SfeSvda  plants  a^e  on  top 
Of  ihe  5,300  jab  losses  across  fre  group  announced  by  ■ 
Vohroin  November  last  year.  Of  these  i,OGO  are  to  be  at 
Volvo  Truck.  Nicholas  George,  Stockholm . 

BERIH^MANN/HAVAS 


Electrolux  lifted  by  US 
and  European  demand 


By  Nrchotas  George 
la  Stackltotan 

Astra,  the  Swedish 
pharmaceutical  group,  yes- 
terday played  down  regula- 
tory delays  in  its  planned 
S35bn  merger  with  Zeneca  of 
the  UK,  describing  as 
“minor”  the  issues  it  is  dis- 
cussing with  European  and 
US  regulators. 

Regulators  in  Europe  have 
called  for  detailed  informa- 
tion on  the  merged  compa- 
ny's position  in  the  beta 
blocker  drug,  used  to  control 
blood  pressure,  while  US 
authorities  were  examining 
its  position  in  local  anaes- 
thetics. 

Hakan  Mogren.  Astra  chief 
executive,  expressed  opti- 
mism that  the  merger  would 
remain  on  the  fast  track  for 
approval.  He  said  taiica  with 
regulators  were  “very  posi- 
tive”. 


He  was  speaking  after 
Astra  announced  full  year 
pre-tax  profits,  which  rose  15 
per  cent  to  S Erl  6.44  bn 
($2.08bn)  from  SKrl4.31bn. 
For  comparable  units,  which 
excludes  Astra's  purchase  of 
Merck's  half  of  its  US  joint 
venture,  pre-tax  profits  in 
the  12  months  to  December 
31  rose  22  per  cent. 

Total  sales  rose  27  per  cent 
to  SKr57.l9bn  from 
SKrt4£bn.  with  sales  of  the 
world’s  number  one  selling 
prescription  drug,  the  anti- 
peptic  ulcer  treatment  Losec. 
up  47  per  cent  to  SKr81.62bn 
from  SKr21-53bn_ 

Discussions  with  the  Euro- 
pean Competition  Commis- 
sion concern  the  strong  posi- 
tion AstraZeneca  will  have 
in  the  beta  blocker  market 
due  to  the  combined  sales  of 
Astra's  Seloken  and  Zeneca’s 
Tenormin  and  federal  drugs. 

The  mmpany  said  the  beta 


blocker  issue  revolved  partly 
around  how  their  market 
should  be  defined.,  as  they 
were  just  one  of  several 
alternatives  in  the  treatment 
of  high  blood  pressure. 

In  the  US.  discussions  with 
the  Federal  Trade  Commis- 
sion were,  among  other 
things,  on  local  anaesthetics 
where  Astra  has  Marcaine 
and  Narqpin  and  Zeneca  has 
the  licensing  right  to  Chiro- 
caine. 

Last  year  sales  of  Pulmi- 
cort,  the  asthma  treatment, 
rose  11  per  cent  to  SKr5.49bn 
from  SKr4.92bn.  However 
sales  in  the  US  only  reached 
SKr357m  - about  two-thirds 
of  the  target 

Earnings  per  share  rose  to 
SKi*7.18  from  SKi6-21  with 
the  proposed  dividend  to  be 
raised  to  SKrlJO  from 
SKrl.80.  Astra's  most  com- 
monly traded  A shares 
closed  up  SKrS^O  at  SKrlSl. 


By  Tim  Burt  in  Stocktofen  - 

Electrolux,  the  world’s 
largest  household  appliances 
group,  saw  underlying  prof- 
its jump  by  a third  last  year 
as  buoyant  US  and  , European 
demand  offset  volatile  sales 
in  Asia,  Russia  and  Latin 
America. 

The  company  yesterday 
announced  operating  profits 
up  from  SKr4.55bn  to 
SKr6.06bn  ($767m),  even 
though  overall  sales  rose 
modestly  from  S&rilSbn  to 
SErli7Ahn. 

Michael  Treschow,  chief 
executive,  said  the  improve- 
ment reflected  the  first  full- 
year  benefits  of  the  compa- 
ny's 1997  restructuring,  in 
which  it  vowed  to  cut  12,000 
jobs  and  shut  25  plants  and 
50  warehouses. 

After  taking  account  of  the 
SKr2J5bn  provision  set  aside 
for  that  overhaul  in  1997, 


pretax  profits  jumped  .from 
SKr  1.28b n to  SKrt.93bn  in, 
1998.  ’’  ' 1 i 

Mr  Treschow  said  that  80? 
per  dent  of  the  restructuring1 
had  been  completed,  helping 
. to  propel  Electrolux  towards 
its  goal  of  6J>7  per-cent  oper 
a ting  margins  and  a return 
on  equity  of  at  least  15  per 
cent 

Nevertheless,  the  chief 
executive  admitted  that  prof- 
itability was  ■ still  below 
stated  targets. . ‘ 

Last  year,  profit  growth 
was  dented  by  a 17  per  cent 
decline  In  the  Brasilian, 
white  goods  market  and. 
weak  demand  in  Russia  and 
the  emerging  market*.  of 
south-east  Asia.  That  was 
by  rising  demand 
in  the  US  amid  strong  vol- 
ume growth  and  improved 
internal  efficiency. 

Of  the  group's  three  oper- 
ating divisions,  household 


..appliances,  reported . profits 
Tup  . [rom  . SKr2.94bn  . to 
. SKrAOTbm  The  outdoor  prod- 
ucts business  . contributed 
SKrl.79bn,  up  from  the' 
SKrl.68bn  achieved  last 
time.  The  professional  appfi- 
ances  arm' saw  profits  more, 
than  double  from  SKrMO&L 
toSKr723m. 

- For  the  gronp  as.  a whole, 
fourth-quarter  operating 
profits  rose  57  per  cent  to 
SKrt.75bn  oh  sales  up  from- 
SKr27Ahn  to  SKt28.11xl 
In  spite  of  the  volatile  con- 
ditions to  Asia  and  Latin 
America-  Mr  Treschow  pre- 
dicted further  growth  this 
year  in  both  mature  and  new 
markets.  For  1998,  earning 
per  share  rose  to  SKdO.86 
from  SKrO.95.  A .dividend  of 
SKr3  has  been  proposed, 
compared  with  SKr250  last 
time.  The  group's  most  com- 
monly traded  B shares  rose 
SKr  12  to  SKr 152 50. 


Pressure  builds  on  Egypt’s  businesses  to  be  less  secretive 


Private  sector  companies  must  provide  more  financial  information 
if  they  are  to  attract  capital  market  funds,  reports  Mark  Huband 


The  secret  of  success  is 
becoming  less  so  among 
Egyptian  businesses. 
They  have  begun  to  discover 
that  transparency  can  be  not 
only  profitable  but  also  that 
the  accounting  tricks  of  the 
past  are  unlikely  to  deceive 
tbe  new  breed  of  investment 
bankers  in  whose  hands  they 
have  been  falling. 

Banks,  regulators  and  rat- 
ing agencies  say  that  Egypt’s 
private  sector  companies 
must  be  prepared  to  disclose 
more  financial  information 
to  investors  if  they  are  to 
attract  capital  market  funds 
to  expan  cL 

Tbe  case  of  one  Cairo- 
based  global  fund  manager 
and  a medium-sized  industri- 
alist is  an  example  of  folly 
and  proof  that  it  does  not 
pay.  A substantial  invest- 
ment by  the  fund  was  made 
on  the  basis  of  figures  pro- 
vided by  the  company.  But  a 
deceit  was  exposed  when  the 
company  published  its 
annual  report. 

“We  told  them  that  our 
investment  had  been  made 
on  the  basis  of  a lie,  and 
demanded  that  they  buy 
back,  our  shares.  Which  they 
did,”  said  the  fund  manager. 
“It’s  happened  more  than 
once,  but  not  regularly. 
Clearly  we  have  to  be  very 
careful." 


A year  ago  the  govern- 
ment decreed  that  compa- 
nies must  abide  by  interna- 
tionally recognised  General 
Accounting  Principles 

(GAP}.  Government  officials 
say  this  is  now  being  done- 

But  pressure  for  fill]  finan- 
cial disclosure  has  mounted 
as  the  role  of  tbe  capital 
market  has  expanded. 

Egypt's  banks  are  gener- 
ally conservative,  and  the 
lure  of  the  capital  market 
has  led  companies  with  st*-' 
stantial  bank  debts  to  seek 
refinancing  elsewhere. 

Transparency  has'  n<jw 
become  central  to  tua 
demands  of  the  capital  mar- 
ket institutions,  and  is  a sig- 
nificant shock  to  some  tradi- 
tional businesses. 

“For  the  past  30  years  the 
wealthiest  people  - what  we 
rap  Hn»  gang  of  40  — have 
been  those  who  were  essen- 
tially commission  brokers. 
They  can  close  deals,  but 
they  can't  do  business."  said 
the  chairman  of  a big  Egyp- 
tian industrial  group. 

“They  aren’t  able  to  cope 
with  financial  growth.  Thetr 
companies  have  structural 
problems.  Some  don't  have 
any  real  management,  or  the 
management  is  made-up  of 
retired  army  generals.  And 
several  of  the  major  ones  are 
heavily  to  debt  Occasionally 


their  cheques  have 
bounced,”  he  said. 

For  the  brokers  charged 
with  selling  companies  on 
the  stock  exchange,  the  task., 
of  squeezing  company. maif-' 
agers  for  sufficient,  inform*- ' 

tion  to  allow  them  to  prtfciy.j 
investors  with  ap  acmna^li 
profile  of  the  cojnpajifjl  $1 
often  arduous.  $ j}.  * * 

“We  can  go  aiffi  vi^thej 
companies.  tiy»  financial; 
manager  will  give  fe  asf 
much  information  he: 
regards  adequate.  Sonw  Sfm- : 
parties  won’t  release1  any- 
thing.” said  Abmid  el-Helw. 
managing  directed  of  fetor- 
capital  Securities,  a leading 
Cairo  brokerage  house. 

Companies  that  have  yet 
to  issue  their  shares  on  the 
stock  markets  include  Eato 
Group,  an'  industrial  and 
rood  conglomerate,  Ghab- 
bour  Group,  a vehicle  manu- 
facturer and  Bahgat  Group, 
a leisure  industries  and  con- 
struction group. 

Some  big  family  owned 
businesses  are  reluctant 
to  issue - their  shares 
because  they  lack  confidence 
in  the  operations  of  the 
Egyptian  Stock  Exchange. 

However,  reform  of  the 
ESE  in  the  past  year  has 
made  It  one  of  the  most  effi- 
cient and  modem  to  the  Mld- 


Eyyptian  emupentes  ^bfelx-iiKa  secrecy 


ments  to  accounting  proce- 
dures within  companies,  the 
Tar lr  of  readiness ’ to  disclose 
what  are  still  regarded  as 
company  secrets. has  pre- 
sented, companies,  seeking 
"Credit  ratings.  • 

' -TThe  companies  that  sue 
- sot  locking  for  ratings  are 
.currently  ^getting  their 
finance  from-  elsewhere  and 
. /don't  need  tb  come  to  the 
marked”  said  Hiaarim  aT-Dalli, 
' CEO  . of  ; Ni]£  Rating,  the 
’ .Egyptian  sufeidiary  of  Fitch 


JBCA  and  ci 
sole  rating  d 
: "Btit  a lpt  pf  the  [indus- 
trtal]  ^ufri  'are  reacI^Dg 
their  exposure  limits  Jrith 
the  banks,  and  will  havg  to 
start  disclosing:  their,  finan- 
cials if.  they,  wank  to  raise 
funds,"  he  said.  v 

Meanwhile,  foreign  invest-/ 
ment  bankers  «g-#et‘tp  be 
convinced  that  they  chijiroit-1 
finely  rely  on  the  feftp-ma-"; 
tion  that  companies  arj^  pre-  • 
pared  to  disclose. 

“If  these  issuesr-.-oren't 
sorted  out  it  will  defier  inves- 
tors." said  Christopher 
Vaughan,  managing  director 
of  HSBC  Investment  Bank- 
ing to  Egypt 

“International,  companies ; 
are  clearly  more  nervous- 
now  because  of  the  global 
problems.  So  they  want  to 
feel  comfortable  with  the 
investments,  which  means 
that  half-baked  deals  are  not 
going  to  work,"  he  said. 


Iy  Egypt’s 


die  East  and  North  Africa, 
suggesting  that  the  reluc- 
tance of  companies  to  issue 
their  shares  stems  from  their 
own  doubts  over  their  readi-* 
ness  to  go  public. 

Furthermore,  confidence 
in  the  ESE  is  undermined  by 


the  failure  of  listed  compa- 
nies to  routinely  inform  the 
exchange  that  results  have 
been  Issued,  leading  to  inves- 
tors trading  shares  on  the 
basis  of  unequal  access  to 
information. 

..  Despite  general  .improve- 


Joint  venture  nears  completion 

Bertelsmann,  the  German  media  group,  yesterday  said  ft 
. was  poised  to  complete  a specialist  publishing  joml- 
- venture  with  Havas  of  prance. following  clearance  from  the 


Springer,  ascieriflfio and  fexttibok  publisher.;.-  ■-  ■_ 

. German  group  safd  fcate;  on  a joint  venture  with  " 
.Havocs  could  be <tompfeted  vnthirt two’ weeks,  creating  an 
erfe/ged  grffijp  to  rival  companies  suefras  Heed  Elsevier 
andWolters Kluwef. 

■ The  takeover  of  Kaktelberg-ba^f  Sp ringer,  which  is  not 
Potinected  to  the.  newspaper  ami  magazine  publishing 
gcoup  AxeJ  Spring w Veriag.  lifts  turnover  at  Bertelsmann's 
special  puffiist*tg  drift  from  W4625m  to  DM1. 5bn  ; 
t€767ra.  The  increase  means  toe/German  ^odp 

fcanirto^e^ Its  spm^lst-pubfchlng  interests  with. those  of 
. Havas" tin  bn  equal  basts '.arid  avoid  paying. a premium.  - 
The  EG  yesterday  approved  Bertelsmann's  estimated 
;T)M1bp  aeqafeitibn  of  86  per  cent  of  prhiately'-heid  ' 
Sprir^efi  Frederick  Sttidemann,  Bwfm 

\ ■: 

HOECHST  . 

Merger  setback ^ denied  ' 1 ^ 

A supervisory  bcato  mteTiber  of  QSrman  chemicals  arid  ~ ■; ' 
phvmaceuficals  maker  Hoechst  yesterday  rejected  a 
report  that  Hoechsfis  largest  shardk^der,  the'suttanata  of 
Kuwait,  opposes  the  group's  plans  to  merge  with  French 
phannaceuticals  mdter  Fwdne-Poulenc.  - '• 

. The  German  daily  Frankforter  Afigem^rwZeftung  yester- 
day sparked  furftar.ialk  that  the  Kuwaffis.rray  be  unhappy 
about  Hbechsfs  plans  and  may  fry  to  blockthem  at  an 
annual  shareholders' tneeting  on  May  4:  . . : 

"There  is  nothkig  to  my  knowledge  that  would  suggest 
that  Kuwaiti  shareholders  will  block  Hoechst’s  plans"  to 
merge  with  Rhdne-Poutervc.  said  Rain«-  KumJehn,  the  • 
regional  head  of  the  mining,  chemical  and  energy  union. 

He  represents  Hoechst  workers  on  the1  company's  supervi- 
sory board.  The  Kuwait  Petroleum  Company,  which  could 
not  be  reached  for  comment,  owns  24.5  per  pent  of 
' Hoechst  Uto  Harriisctifeger,  Frankfurt 

AIRLINES  ; 

Lufthansa  unit  in  $1 34m  US  buy 

A subsidiary  of. Lufthansa,  the  German  alrfne,  skid  yester- 
day it  had  agreed  to  buy  Hudson  Gmeral  In  a deal  valued 
at  about  $134m,  apparently  winnir^  a"  fbtir-way  bidding 
.war. for  the  US  airport  services  prorider.  Lufthansa’s  air- 
port ground  services  unit  GfobeGround.  said  it  had  agreed 
’ to  buy  Hudscm  Gehera]  for  $76  cash -a  share. 

•Hudson  General,  which  handles  baggage,  fuelling  and 
dtfkdng  it  afttortiaerpss  the  US  and  Canada,  is  the 
Nbrto  Arnwican  fcnk^  GlobeGrourK^  which  provides 
ground  services  al^  afrjx^  woddwide.  Under  the  deal, 
a GtobeGround  suhsldiary  will  start  a tender  offer  for  all . 
Hudson  General  Shares.  The  offer  will  be  conditional  on  a 
majority  of  dutfifeqf&g  -sfciar^  being  tendered,  to  early  . 
trading.  Hudson.  General  shares  were  up  $3 Vi  to  $77. 
Reuters,  New  York  .-  • ■',„  - 

Bee  Technology  page  ..  •.  •••• 


STEBL 


Rautaruukki  posts  35%  decline 

Hautaruukki,  the  Finnish  steel  group,  yestentoy  9ald  It  saw 
steel  prices  reaching  their  low  point  In  the  fts  .quarter  of 
this  year  and  forecast  some  knproyemente-Kprice  fevels 
in_the  latter  part  of  1999.  Announcing  a 35  per  cent 
decline  in  full-year  pre-tax  profits  frpmJ=M1bn  to  FM754m 
^€127m,  $142^m),  the  company  said  the  rtiarp  fall  in  steel 
prices  In  1998  had  hit  earnings.  Irfthe  12  months  to 
December  31  sales  rose  from  FM1 3.65  to  FM15.35bn. 
Earnings  per  Aare  fell  to  FM3.81,  from  FM5.82,  with  the 
proposed  dividend  cut  from  FM2  to  FM1 .80. 

Nicholas  George 


Notice  to  Noteholders 

Notice  is  hareby  fltwon  for  tbe  loDcmlBgr  foeuM  dm  the  Pdncjpal 
Paying  Agent  baa  changed  from  Tbe  Long-Tana  Credit  Bank  of 
Japan.  Umtted  (Louden  Bxaach)  to  The  Industrial  Bask  ci  Japes, 
Limited  (London  Brandh}  Bracken  House.  One  Friday  Street. 
London  EC4M  9JA-  44  171  248  Till  Fax  44  171  248  1114 
Tdtax  886933  EOOINL  G. 

L lUdfo  B lUavfsSo  Tlria 

usn00.000.000 12  7/8%  Fixed  Bate  Hems  due  2006 
■H active  from  lOth  February  1999. 

2.  Cremxinhia  Braflflrtra  da  Patrtleo  Ipbange 
USS80.000JXX)  8 625%  Step-Up  HotM  due  2002 
efioedve  from  2fi(b  February  1999. 

3.  Componhla  Vale  Do  Rkj  Docaf  CVRDJ 
{forrnedy  Cehifose  Njpo-Bnwihilra  S A - CENIBBA) 
□SC200.000.000  9,375%  OwnniTireed  Fixed  Bate  Notes  dua  2003 
ttgecthre  fmm  24th  February  1699. 


CCF  shares  surge  amid  talk  of  takeover  bid 


The  babntdil  Banhof  Japan,  Lftnitort 


Prindpol  Faytoe  Agont 

Dated;  17th  February  1999 


By  Samer  iskandar 
in  Paris 

The  imminent  sale  of  a big 
stake  in  -Credit  Commercial 
de  France,  one  of  France’s  10 
largest  banks,  yesterday 
drove  its  shares  up  sharply 
on  speculation  it  might 
become  the  first  French 
target  of  a hostile, 
possibly  cross-border, 
takeover. 

CCF  shares  closed  at 


-€79.95  yesterday,  tip  53  per 
cent,  after  rising  almost 
2 per  cent  oh  Monday. 

The  'shares  have  traded 
erratically  for  a month,  ever, 
since  MutneDes  da  Mans,  the 
mutually-owned  insurer 
which  is  Cep’s  second  larg- 
est shareholder,  hired 
Lehman  Brothers  to  advise 
it  on  selling  its  7.8  per  cent 
stake. 

Earlier  this  year,  Swiss 
Life,  the  Insurance  company 


. partly  controHed- by  UBS., 
i'the  SwisS  barifi;  praised  its !, 
■stake  in  CCF'to  102 'per  ceriL- 
cpnflrmmg . its  -.  position  ns  -" 
the  E^nncb  hank's  largest 
shareholder.  ‘ 

A few  weeks  earlier.  ING, 
the  Dutch  banking  and 
insurance  group,  more  than 
doubled  its  holding  to  5:9  per 
cent. 

In  a report  issued  last 
week,  analysts  at  JJ>.  Mor- 
gan, the  US  investment 


^Recent  events 
affeettag-  Cep’s  shardmldlng- 
■stractura.  pofet  to  its  vulner- 
abilitj;  and  show  that  tiiq 
lo^aity  of  sotae  of  its  ewe* 
shareholders  can  no  longer 
be  taken  for  panted.” 

- Neither  ING  nor  Swiss  Life, 
ruled  out  increasing,  its 
stake.  But  Swiss  Liffe,  which 
had  to  disclose  its  intentions 
under  French  financial  regu: 
iations,  said  it  had.  “no  inten- 
tion to  take  control  of  CCF”. 


Mutuefla  dn  Mans,  which 
has  he&-d 'stake  since  .CCF  ' 
was  privatised  more  than  a 
derade , ^*,said . &s  .invest 
ntolra not  strategic” 
and  hinted 'that  it  Would,  sell 
to  the  highest  bidder.  - - 
Lehman  brothers, . the  US 
investment  bank  handling 
the  sale,  is  believed  to  be 
examining  dp  to  a dozen 
bids,  mainly  from  foreign 
Institutions.  - 
A sale  of  the  7.8  per  cent 


-stake  to  an  existing  share- 
holder,' such-  as  ING,  could 
make  tt.CCFs  leading  share- 
holder, ahead  of  Swiss  Life.. 

Italy's  San  PaolodMI  Bank 
recently  said  it  was  Inter- 
ested ' to  * forging  “closer 
co-operation*-'  with  CCF. 
KBC,  the  Belgian  bank 
recently  created  from  the 
merger  of  Cera  Bank, 
Kredietbank  and  insurer 
ABB,  is  also  thought  to  be 
interested. 


NOTKETOHOUMtSOF 

BANQUE  NATIONALE 
DE  PARIS 

PROGRAMME  FOR  THE 
ISSUANCE  OF  DEBT 
INSTRUMENTS 
IST150JOOOJOOO/MO 

CalbUe  Notes  due  TMJ2AB 
Series  N*  134  Tranche  N*  1 
IS1N  XSM 79 34602-8 
Series  N"  134  Tranche  N*  2 
IS1N  XS007934661-4 
Notice  bhaeby  green  tha  punumlw 
paragraph  'Issuer  s Optional 
Redemption'  of  the  Pricing 
Soppternerts  dated  Aitgust  18. 1997 
tfolsHiertoseleCtedloreieEniatpa- 
theouatandlng  Nominal  Smoum  an 
12nd  February  1999  The  Notes  will 
Cabo  lo  bear  interest  on  the 


BUY  RECYCLED. 


The  Agent 

BNP  |uxefflboug)&A. 


Can  5500.000,000 
Floating  Rare  Guaranteed 
NotnDue  May 12,2003 

tn  aoaonlanoe  with  ttai  tftrina  and 
condWons  of  the  Notes,  the  imtrest 
rate  for  the  period  12th  February, 
1993  to  12th  - May,  1999  has 
been  fixsd  at  524833 %>  per  annum. 
The  Interest  payable  on  12th 
May.  1999  will  b«  Can  SI  27.97 
per  Con  SlOnoO  nomfrul  and  Can 
S1279-73perCsnS10d.O0Q  nominal. 

Fecal  and 

Principal  Raying  Agent 

ROYW.BAPBC 
St&B  OF  CANADA 


S AND  SAVE." 

k When  you  buy  products  made  from  recycled  materials. 

» recycling  keeps  -working.  .To  find  out  more,  call  1'800-CAU,-EDF. 


ENVIRONMENTAL 
DEFENSE 
. FUND 
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Swedish*  50 


tr«Ck! 


European  vision.  The  world’s  newest  currency  and  the  world’s 
second  most  important  stock  market.  The  heed  for  a real  under- 


standing of  Europe’s  new  role  in  the  global  market  is  vital.  And  who 
better  to  provide  independent  analysis  than  a bank  of  Swiss  origin? 
Make  the  most  of  the  opportunities  in  a changing  Europe.  Come 
and  get  to  know  us  better:  www.ubs.com/visioneuro  ®|®UBS 
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UBS  AS*  Private  Banking:  a|j*UBS  Institutional  Asset  Management  e^UBS  BriOSOn  Investment  Banking:  4$  Waiblllg  Dfllon  Read  Private  Equity:  s|»UBS  Capital 
tssuwi  by  iffiS  AG  regulated  in:the  UK  by  the  SFA.  In  the  US.  Warburg  Dillon  Read  ULC/a  subskfiaryof  UBS  AG,  is  a registered  broker-dealer  and  member  of  SIPC,  the  New  York  Stock  Exchange  and  other  leading  exchanges. 
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COMPANIES  & FINANCE:  ASIA-PACIFIC 


CARMAKING  FIRST  EXCLUSIVE  OUTLETS  TO  BE  OPENED  THIS  MONTH 


China 


By  Alexandra  Haney  in  Tokyo 

A- 

Honda  Motor  will  become 
the  first  Japanese  carmaker 
to  establish  a network  of 
dealerships  for  locally 
assembled  cars  In  China 
when  it  opens  Its  first  out* 
lets  this  month. 

Japan’s  third  largest  car- 
maker  intends  to  open 
between  20  and  30  dealer- 
ships by  the  end  of  March, 
and  100  dealerships  by  2001 
to  sell  its  Accord  saloon.  It 


will  not  make  any  equity 
investment  in  the  network. 

The  move  will  give  Honda 
an  edge  over  other  Japanese 
carmakers  competing  for  a 
slice  of  the  Chinese  market. 
Toyota,  the  industry  leader, 
saw  its  sales  in  China  shrink 
10  per  cent  last  year,  from 
30,000  cars  to  27,000  cars,  and 
exports  its  cars  from  Japan. 
Mitsubishi  Motors  has  expe- 
rienced difficulty  in  its  Chi- 
nese business,  because  of  the 
high  cost  of  local  parts. 


It  also  underlines  the 

growing  gap  between  trou- 
bled and  growing  companies 
in  the  Japanese  car  industry. 
Both  Nissan  and  Mitsubishi 
are  slashing  production 
capacity  and  cutting  jobs 
overseas,  while  Honda  and 
Toyota  are  building  new  fac- 
tories and  opening  dealer- 
ships. 

Last  year,  Toyota  began 
construction  of  a plant  in 
Valenciennes,  in  northern 
France. 


Honda  said  it  aimed  for 
sal**;  of  10,000  cars  In  China 
this  year  and  30,000  cars  by 
2001.  The  cars  would  be  man- 
ufactured by  local  subsid- 
iaries. Guangzhou  and  Dong 
Feng  Motors,  although  some 
models  would  be  shipped 
from  Japan.  The  two  compa- 
nies began  production  ear- 
lier this  month  at  a factory 
in  Guangzhou,  in  southern 

fThina 

The  announcement  comes 
just  before  Honda  announces 


its  third-quarter  results  later 
this  week,  when  the  group  Is 
expected  to  report  continued 
success  despite  the  difficult 
conditions  in  the  Japanese 
market  However,  because 
the  company  relies  on 
exports  for  62  per  cent  of 
sales  — the  highest  export 
ratio  of  any  of  the  big  five 
carmakers  ~ performance 
could  be  hurt  by  the 
strengthening  of  the  yen 

since  last  October,  analysts  • 

said. 


• Analysts  forecast  Honda 
Motor  is  set  to  raise 
group  . profit  for  the  year 
March  31,  mainly  because 
robust  sales  in  the  HS,  Bea- 
ters reports  from  Tokyo. 

Net  profit  for  October-De- 
cember  is  estimated  at  a 
record  Y76bn  (3657m).  top- 
ping Honda's  estimate 
Yfighn,  Takaki  Nakamshi 
Merrill  Lynda  said. 

Honda  posted  a group  net 
profit  of  76&2bn  in  October^ 
December  1997. 
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Credit  crunch  forces  Japanese  finance  houses  to  sweat 


As  year-end  looms  companies  hope  asset-backed  securities  can  fix 
balance  sheets,  write  Khozem  Merchant  and  Naoko  Nakamae 


With  the  financial 
reporting  season 
looming,  many  Japa- 
nese finance  bouses  are 
looking  to  repair  their  bat- 
tered balance  sheets.  One 
way  Is  to  launch  asset- 
backed  securities,  which 
allow  consumer  finann*  com. 
ponies,  among  others,  to 
remove  assets  from  their  bal- 
ance sheets. 

These  assets,  typically 
equipment  leases,  car  pur- 
chase loans  and  other  types 
of  consumer  receivables,  are 
transferred  to  a “special  pur- 
pose vehicle”,  which  stands 
legally  at  arm’s  length  from 
its  originator.  The  SPV 
launches  a bond,  often  rated 
AAA  because  it  is  hacked  by 
the  collateral  of  the  asset's 
cash  flow  (such  as  repay- 
ments on  car  loans). 

In  addition,  Japanese 
banks,  such  as  Tokyo  Mitsu- 
bishi and  Sumitomo,  are 
securitising  chunks  of  their 
loan  portfolios.  By  removing 
assets,  such  as  loans,  from 
their  balance  sheets,  tanka 
free  up  regulatory  capital 
previously  put  aside  as  a 
provision  against  default. 
This  enables  them  to  meet 
Basle  standards  and  to 
improve  retain  on  capital 
Recent  landmark  legal 


changes,  which  have  signifi- 
cantly eased  rules  on  issu- 
ance, are  likely  to  spur  activ- 
ity. But  the  immediate  cause 
behind  a recent  pick-up  in 
issuance  is  the  deadline  for 
the  end  of  the  financial  year 
on  March  31.  when  banks 
must  post  capital  adequacy 
ratios  in  line  with  global 
standards,  and  trading 
houses  must  meet  self- 
imposed  earnings  targets. 
With  Japan  in  recession  nei- 
ther target  is  assured. 

This  deadline  is  forcing 
banks,  whose  troubles  lie  at 
the  heart  of  Japan’s  ruinous 
economy,  to  pressure  cus- 
tomers, such  as  consumer 
finance  companies  or  the 
lending  arms  of  big  manu- 
facturers, the  most  active 
issuers  of  ABSs,  to  repay 
loans. 

This  credit  crunch  has  per- 
suaded many  non-bank 
ffwanrini  companies  such  as 
Ricoh  Leasing,  part  of  the 
office  equipment  company, 
and  Mitsubishi  Auto  Lease 
Credit,  which  finances  sales 
of  new  Mitsubishi  cars,  to 
choose  ABSs.  “We're  trying 
to  use  the  most  advanta- 
geous method  to  raise 
funds,”  says  flow  Ohno  of 
Ricoh  Leasing,  which 
recently  launched  a Y320m 


CONTRACTS  & TENDERS 


COFGSECEi 


INVITATION  TO  SUBMIT  BINDING  OFFERS 
FOR  THE  PURCHASE  OF  51%  OF  THE  SHARES 
OF  IONIAN  & POPULAR  BANK  OF  GREECE  SJL 

Further  to  the  publication  of  the  Invitation  for  expressions  of  interest  in  the  form  of  non-bmiing  offers  for  Ore 
purchase  ol  51%  of  the  shares  of  Ionian  & Papular  Bank  oF  Greece*  (Toman*)  and  on  tire  tresis  of  Article  6, 
paragraph  1{b)  of  Greek  law  2000/1991,  CkirrmmiaJ  Bank  of  Greece  SA  (the  "Coripany^fflmHices  today  tl« 
the  majorBy  (51%)  of  the  shares  of  Ionian  ae  ottered  to  sate.  Morgan  Guaranty  ^ Trust  Company  of  New  York  (*J.P. 
Morgan’)  has  been  appomted  as  finance  «tviser  for  the  sale.  The  s^e  procedine  will  be  ai  ir^smationa^  tencter 
offering  in  which  only  parties  who  participated  in  Phase  f of  the  procedure  and  submitted  non-binding  otters 
(■Eligible  Interested  Parties')  may  participate. 

A.  Object  of  tin  Safe 

The  sale  a I shares  refers  to  the  sale  of  fourteen  million  two  hundred  and  eighty  one  thousand  six  hundred  and  sixty 
(14281,660.-)  registered  voting  shares,  owned  by  the  Company,  representing  51%  of  Ionian's  total  shae  capital 
Tire  Dffers  to  be  submitted  must  he  offers  for  the  entire  51  % of  the  shares  of  Ionian 

B.  Tents  nd  Cndftion  far  Sefcmftting  Binding  Offers 

1.  The  present  tender  will  take  place  in  accordance  with  the  provisions  of  article  a paragraph  1(b)  of  Greek  Law 
2000/1991  as  hi  force  today,  and  with  both  the  terms  included  to  this  imitation  and  with  the  terms  provided 
in  the  'Procedures  Letter*,  which  will  be  made  avaflabte  to  EligWe  Interested  Parties  by  J.P.  Morgan. 
Submission  of  an  offer  implies  the  acceptaice  without  ary  modifications  of  (fuse  terms  by  toe  bidder 
Reservations  or  proposals  of  different  terms  and  conditions  shall  be  disregarded. 

2.  Eligible  Interested  Parties  are  invited  to  deliver  sealed  binding  otters  lo  toe  premises  of  IP.  Morgan  at  the 
adr&ess  given  below  by  5:00  pm  London  time  on  March  26, 1999.  Offers  received  after  tots  time  will  not  be 
accepted  and  wilt  not  be  taker  into  consideration. 

3.  Offers  must  be  accompanied,  on  penalty  of  invalidation,  by  a Tetter  of  Guaratfee*  to  the  amount  of  GRD 
5400400,000.-  issued  by  a bank  legally  established  and  operating  in  Greece  or  in  cotter  European  Union 
member  state,  to  the  satisfaction  of  the  Company.  Should  the  Eligible  Interested  Party  itsefl  be  a bank  or 
belongs  to  a groi*>  of  bants  then  the  Letter  of  Guarantee  must  be  Issued  by  a third  party  bank  which  mud 
also  comply  with  file  tequirOTienis  outlinsd  above.  Tlie  text  of  (he  L^ier  of  Guarantee  will  be  provideti  to  the 
EfigWe  Interested  Parties  as  an  attachment  to  toe  Procedures  Letter. 

4.  Ofgdjte  Interested  Parties  wtff  race!*  and  be  abfe  to  comment  on  and  discuss  the  draft  share  purchase  agreement, 
which  shall  be  attached  to  the  Procedures  Letter  as  an  appendix,  before  ft  is  submitted  as  part  of  the  oflet 

5.  Eligible  Interested  Parties  will  have  at  their  disposal  adequate  tone  lo  review  and  investigate  Ionian  and  form 
their  mm  view  as  to  its  condition. 

6.  The  submission  of  an  offer  implies  that  the  Bigible  Interested  party  is  fully  aware  of.  and  accejrts,  toe  present 
tactual  and  legal  position  of  Ionian. 

7.  Offers  must  explicitly  state  the  total  purchase  price  for  the  51%  of  the  shares  of  Ionian,  payable  in  esh  in 
Greek  drachmas. 

8.  Offers  must  explicitly  describe  toe  sources  and  the  availSsMy  ot  the  relevant  funds  to  frnaice  the  payment  of 
the  purchase  price  lor  51%  of  the  shares  ot  lawn. 

S.  Oftiars  musf  exp  licrtiy’  state  and  confirm  that  the  Etigibte  f ntercsCsd  Rtr(y  is  not  actfria  as  a bmAer  or  agent  ctf 
aiy  third  party. 

10.  Ottos  must  be  accompanied  by  a Business  Plan  with  respect  to  the  future  development  of  Ionian. 

11.  The  criteria  to  the  evaluation  of  offers  will  be  based  on  the  purchase  price  offered,  the  changes  to  toe  share 
purchase  agreement,  the  Business  Plan  and  on  the  description  of  the  sources  aid  avaiabilky  ot  toe  funds 
necessary  lo  finance  the  payment  o(  toe  purchase  price. 

12.  The  Company  retains  the  right,  tor  a time  period  of  up  to  twenty  (20)  business  days  as  from  the  date  of 
submission  ot  toe  binding  offers,  to  negotiate,  through  J.P.  Morgan,  with  any  ot  toe  Bipble  Interested  Parties 
who  submitted  a binding  offer,  the  terns  of  their  offer.  This  right  may  or  may  not  be  ecrcised  at  tte  disertikm 
of  the  company 

13.  If  tfte  BrgtMe  friterested  p^ty  whose  offer  is  ssteefied  Gy  the  Cornp^py  feifs  to  execufe  the  share  pyrcfxase 
agreement  in  the  terms  confemptoed  by  its  offer,  when  requested  to  do  so  by  the  Company,  the  amoert  of  the 
Letter  of  Guarantee  provided  by  that  paly  shall  be  forfeited  to  the  Compaq  as  a penalty,  withotf  prejuSce  to 
any  further  ctems  toe  Company  may  have  against  that  party.  Each  Eligible  interested  Patystfifiaitinganoifer 
acknowledges  that  the  amount  covered  by  toe  Letter  of  Guarantee  is  Ur  and  reasonable  eompensaion  to  the 
Company  in  case  ol  such  tortetore.  The  abow  tarns  apply  mutatis  mutandis  in  esse  that  any  of  the  Eligible 
Interested  Parties  wtio  has.  submtfed  a binding  offer  fails  to  comply  with  toe  toms  of  toe  present  tevdafiai 
and/or  wflh  toe  wire  ot  ttePmaduns  Later  and/or  wfto  toe  terns  ot  its  otto'. 

14.  The  Company  retains  too  rf$t  to  cteciam  toe  sale  process  void  tor  aiy  reason,  including  fta  the  prevailing 
otter  fs  not  Judged  whofly  satisfactory. 

15.  Tte  Conpany  retains  the  right  to  moctifF  the  berms  of  the  present  teivilatiorL  incfaiding  the  deadline  tor  the 
submission  of  btoding  offers  provided  lbs  the  kteesfed  Pasties  hivotwri  in  the  tereto  process  are 
informed  in  writing. 

16.  Bigibie  interested  Parties  do  not  acquireany  right  dam  or  denari  from  thepreseminviaionanfifrafntheir 
participation  in  toe  tender  process,  against  toe  Company  or  its  athisere  for  any  reason  or  (sure  whtisoeveii 


translated  info  English.  The  Greek  text 


The  present  document  has  been  drawn  up  in  toe  Geek 
prevails  in  aiy  dispute. 

Requests  tor  any  further  information  In  relation  to  toe  present  imitation  must  teadtoessed  to  JF.  Morgan  as  foams: 

MORGAN  GUARANTY  TRtST  COMfVWGF  NEW  YORK 

PO  BOX  161, 60  Victoria  Embankment 

London  EC4Y0JP 

ENGLAND 

Aterc  Mr  Terence  Cedes 
Tel:  «44  171 325  4169 
Fax:  +« 171 325  8261 
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Japanese  uubkbt  grownr’ 
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(USS2£m)  asset-tacked  bond. 

In  the  past  two  weeks, 
about  a dozen  domestic  and 
international  deals  have 
been  Launched  totalling 
about  $2bn.  Alexander 
Batch varov,  head  of  interna- 
tional ABS  research  at  Mer- 
rill Lynch,  says  $20bn-g25tm 
worth  of  ABS  deals  are  in 
the  pipeline.  New  issuance  is 
forecast  to  rise  50  per  cent 
thjs  year  from  $l2.5bn  in 
1998.  according  to  a repent 
published  this  week  by 
Moody's  Investors  Service, 
the  US  rating  agency. 

The  recession  and  credit 
crunch  should  make  the 
ABS  a more  viable  option  for 
Issuers  seeking  capital  and 
the  opportunity  to  diversify 
funding  sources.  This  trend, 
also  known  as  securitisation, 
will  continue  given  the  diffi- 
culties experienced  by  poor- 
ly-rated companies  in  trying 
to  raise  corporate  bonds. 

“It’s  never  been  that  easy 
for  these  non-bank  financial 
institutions  to  raise  funds, 
but  with  the  credit  crunch 
its  even  worse,”  says  Hidemi 
Moue  at  EBJ  Securities  in 
Tokyo.  “Most  of  the  leasing 
companies  either  aren’t 
rated,  or  if  they  are.  they 
have  very  low  ratings  - so 
they  can’t  issue  [corporate] 
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bonds.  That’s  why  they’re 
using  ABSs  to  raise  money.” 

As  the  economy  remains 
sclerotic,  so  the  credit  rating 
of  many  companies  which 
manage  cash  flows  from 
assets  in  SPVs  - such  as 
Japan  Leasing  Corp  which 
collapsed  last  October  - will 
worsen.  The  troubled  con- 
sumer sector,  the  source  of 
many  leases  on  cars  and  so 
on.  will  increase  pressure  on 
leasing  companies  and  fuel 
the  appeal  of  using  existing 
balance  sheet  assets  to  sup- 
port new  financing. 

“Removing  assets  from 
balance  sheets  effectively 
allows  Japanese  companies 
to  Twain  tain  as  well  as 


increase  their  business  with- 
out necessarily  redeploying 
fresh  capital,  an  expensive 
option  at  the  moment,”  says 
Tamara  Adler  at  Deutsche 
Bank. 

Improved  market  senti- 
ment has  accelerated  issu- 
ance. The  Japan  pregtfnm  - 
the  additional  protection 
demanded  by  investors  to 
take  on  Japanese  risk  - has 
narrowed,  fast  year,  the  pre- 
mium rose  sharply  on  con- 
cerns over  the  banking  sys- 
tem and  the  economy.  A 
lower  premium  makes  it 
more  attractive  to  issue 
ABSs.  An  over-subscribed, 
asset-backed  issue  by  Indus- 
trial Rank  of  Korea  revealed 
a healthy  appetite  for  similar 
Japanese  paper,  says  Paul 
Burke,  "head  of  global  secur- 
itised ffrianfift  at  Chase  Man- 
hattan in  Hong  Kang. 

The  increased  issuance 
comes  against  a back- 
ground of  wide-ranging 
regulatory  changes.  These 
include  the  passage  of  laws 
enabling  the  perfection  of 
transfer  interests  in  securit- 
ised assets.  A rule  stipula- 
ting that  only  lawyers  may 
manage  cash-flows  from 
leases  in  SPVs  has  been 
reversed.  It  was  introduced 
because  of  the  fear  organised 
crime  would  infiltrate  con- 
sumer finance. 


The  relaxed  regulations 
are  to  pave  the  way 

for  the  i«nmflh  of  the  coun- 
try’s first  mortgage-backed 
security.  But  regulatory 
blms  remain.  Bankers  says 
it  is  stffl  unclear,  for 
instance,  whether  non-tank 
finance  companies  may  use 
the  proceeds  of  ABSs  to  lend 
to  new  car  buyers  or 
whether  the  monies  raised 
must  be  used  to  repay 

hawks 

Analysts  expect  the  Japa- 
nese market  to  consolidate 
Its  position  as  the  second 
biggest  after  the  US.  One 
test  of  its  staMtity  was  the 
bankruptcy  of  Japan  Leas- 
ing, which  was  the  origina- 
tor and  servicer  of  several 
securitised  lease  portfolios. 
The  fall-oat  was  contained, 
showing  the  strength  of  a 
market  barely  two  years  old. 

“People  have  been  saying 
that  this  market  is  taking  off 
for  years.  But  this  time  it  is 
different  - there's  serious 
volume  (out  there), " says 
Adrian  Pizer,  taad  of  asset- 
backed  gwd  principal  finance 
at  Warfcuxg  Dillon  Read  in 
Tokyo. 

Nevertheless,  growth  may 
be  held  back  by  a confusing 
regulatory  system,  a shallow 
domestic  investor  base  -and 
modest  international  inves- 
tor appetite  far  Japanese 
ride. 


Telstra 
with  choice  of 


By  Gwen  Robinson 


Telstra,  the  Australian 
telecoms  group,  surprised 
markets  yesterday  when  it 
announced  that  Ziggy  Swit- 
kowski  would  replace  Frank 
Blount  as  chief  executive 
from  March  L 

Mr  SwitkowsM  is  group 
managing  director  for  inter- 
national and  business  affairs 
at  the  company. 

The  US-born  Mr  Blount 
indicated  early  last  year  that 
he  would  return  to  the  US  in 
early  1999,  after  seven  years 
as  Telstra's  chief  exec- 
utive. 

However,  the  early  morn- 
ing announcement  was 
unexpected,  coming  eight 
days  before  a board  meeting 
scheduled  to  consider  the 
issue. 

Investors  appeared  to  be 
more  unsettled  by  the  choice 
of  Mr  SwitkowsM,  a former 
nuclear  physicist  who  joined 
Telstra  18  months  ago  after  a 
brief  stint  as  chief  executive 
of  Optus,  now  Cable  and 
Wireless  Optus,  Telstra’s 
main  rival. 

On  the  stock  market,  Tel- 
stra shares  fefl  nearly  2J5  per 
cent  to  dose  at  the  day’s  low 
of  A$L2D.  - 

Analysts  said  the  fall  was 
due  partly  to  earlier  percep- 


Zygnunt  Switkowaki,  chosen  as 
TeUra’s  new  chief  executive 

tions  that  Mr  Switkowskl 
was  the  weakest  of  four 
internal  candidates  for  the 
job  and  hopes  that  Telstra 
would  recruit  a senior  execu- 
tive from  the  US  telecoms 
industry. 

Heavy  profit-taking  In  the 
telecoms  sector  was  also  a 
fhetor,  following  a recent 
record  run  and  an  announce- 
ment on  Monday  that  News 
Corp  and  Publishing  and 
Broadcasting,'  Australia’s 
two  largest  media  compa- 
nies, would  buy  about 
A$2l5m  (US$339ra)  worth  of 
shares  in  OnaTel,'  an  inter- 
net company.  -- 


head 


y Mr  SWttfcowski,  50,  spent 
- 18  years  at  Kodak  Austral- 
asia, working  his  way  up 
from  research  scientist  to 
chairman  and  managing 
director  of  the  Australian 
arm  of  Easriuan  Kodak  of  j 
the  US. 

In  that  period  he  was 
transferred  to  the  Eastman 
Kodak  hrad  office  in  New 
York  as  a strategic  planner, 
and  was  credited  with  turn- 
ing around  Kodak's  Austra- 
lian operations. 

Concerns  were  also  raised 
about  the  future  of  the  three 
other  internal  candidates, 
including  the  finance  direc- 
tor, Paul  Rizzo.  . 

David  Hoare,  chairman, 
and  Mr  Switkowskl  said  yes- 
terday they  had  received 
commitments  from  the  three 
to  remain  in  the  manage- 
ment team. 

The  company,  which  has  a 
market  capitalisation  of 
Af37bn  (US$23Ahn),  is  two- 
thirds  government  owned. 
John  Howard,  the  prime 
minister,  hopes  to  float 
another  16  per  cent  later  this . 
year,  but  faces  stiff  political 
opposition. 

Telstra  is  also  under  pres- 
sure from  regulators ' to 
reduce  fees  and  allow  com- 
petitors greater  access  to  its 
local  call  networks.  - . 


Telecom  New  Zealand  to 
seek  new  chief  executive 


By  Tarry  Hal  tn  WoBngton 

Telecom  New  Zealand 
yesterday  announced  it  was 
seeking  a new  chief  execu- 
tive and  forecast  revenue 
growth  following  static  earn- 
ings figures  for  1998. 

Roderick  Deane,  chief 
executive,  announced  that 
he  would  step  down  from  the 
post  after  seven  years,  and 
became  chairman  after  Sep- 
tember 31,  replacing  Peter 
Shirttiifie,  68,  who  is  retir- 
ing. 

The  chief  executive's  posi- 
tion, heading  New  Zealand’s 
biggest  company,  is  to  be 
advertised  internationally, 
although  Mr  Deane  said 
there  were  strong  internal 
candidates.  To  ensure  conti- 
nuity, he  will  become  execu- 
tive chairman  after  Septem- 
ber 30  if  a successor  has  not 

been  found. 

Mr  Deane  has  been  at  the 
centre  of  restructuring  New 
Zealand’s  banking-  civil  ser- 
vice. electricity  and  telecom- 
munications industries  over 
the  past  20  years.  He  sprung 


to  prominence  in  the  1970s 
and  early.  1980s,  when,  as 
chief  economist  of  the 
Reserve  Bank,  he  clashed 
repeatedly  with  Sir  Robert 
Muldoon.  interventionist 
prime  minister  of  the  time. 

Mr  Deane  was  involved  in 
the  reform  movement  of  the 
1980s  as  a respected  adviser 
to  the  labour  government, 
ineduding  handling  the  1984 
financial  crisis,  the  subse- 
quent floating  of  the  New 
Zealand  dollar,  and  securing 
the  independence  of  the 
Reserve  Bank.  - 

Telecom  New  Zealand  yes- 
terday reported  static  after- 
tax earnings  of  NZ$598.  lm 
(USS327m)  for  the  nine 
months  to  December  31, 
although  directors  said  there 
were  signs  of  a substantial 
Improvement  towards  the 
mid  of  the  period  in  line  with 
data  suggesting  a recovering 
economy. 

Mr  Deane  said  that  in  the 
last  quarter  - when  aftertax 
earnings  rose  by  LS  per  cent 
to  NZCQlAm  - Telecom  had 
achieved  impressive  growth 
$ 


in  key  areas  in  spite  of  a 
depressed  economy  and 
tough  competition,  espe- 
cially in  the  tolls  market. 

The  company  achieved  a 
record  number  of  new- 
mobile  phone  customers  dur- 
ing the  quarter,  and  saw 
strong  growth  in  interna- 
tional calls.  It  also  made 
rapid  progress  in  becoming 
an  online  company,  with  its 
X-tra  service  now  the  biggest 
internet  company  in  the 
southern  hemisphere.  E-mail 
usage  by  X-tra  customers  is 
doubling  every  three 
months. 

New  Zealanders  doubled 
their  use  of  international 
calling  in  December,  and 
Telecom ' lifted  its  market 
share  from  63  to  over  70  per 
cent  of  this  market  . 

Revenue  rose  by  L2  per 
cent  in  the  r'l™  mnwtha  to 
NZ$2.5bn,  while  operating 
expenses  fell  0.2  per  cent  to 
NZ$i.5bn.  The  company  is 
increasing  its  dividend  pay- 
out for  the  nine  months  by 
9-5  per  cod  to  a total  3A5 
cents  a, 


Perpetual  says 
new  law  has  hit 
funds  business 


By  Gwen  Robinson  in  Sydney  _ 

The  introduction  of 
legislation  in  Australia 
redudng  the  role  of  trustees 
in  managed  investment 
schemes  has  triggered  big 
rhangpR.  in  the  funds  man- 
agement industry,  said  Gra- 
ham Bradley,  managing 
director  of  Perpetual  Trust- 
ees Australia. 

Perpetual,  a funds  man- 
ager and  trustee  company, 
yesterday-  reported  an 
increase  of  nearly  27  per 
(writ  in  net  profit  to  A$i4m 
(USSSm)  in  the  six  months  to 
December. 

The  result  exceeded  expec- 
tations following  Mr  Brad- 
ley’s warning  last  year  that 
the  government’s  introduce 
Hon  of  the  Managed  Invest- 
ments Act  in  the  current 
year  to  June,  would  cause 
Perpetual  to  lose  about 
Afimm  in  revenue  over  three 
years.  ' - • * 

Under  the  new  legislation, 
managed  investment 
schemes  such  as  unit  arid 
property  trusts  must  com-, 
trine  the  previously  separate; 
roles  of  manager  and  trustee 
in  a single  “responsible 
entity”.  Trustee  services 
were  one  erf  PrapehuTs  main 
tncraim  streams,—,  .■ 

Mr  Bradley  saM  fbnd  man- 
agers bad  been  slow  to  make 
changes  la  the  lead-up  to  full  - 


implementation  of  the  act  by 
July  L “As  yet,  there  has 
been  little  loss  of  revenue 
resulting  from  the  Managed 
Investments  Act,  but  this  is 
beginning  to  happen.” 

PerpetuaTs  recent  moves 
reflect  responses  by  small 
and  medium  sized  invest- 
ment -managers  to  diversify 
their  traditional  sources  of 
revenue  by  moving  into 
other  areas. 

To  prepare  for  expected 
losses  in  the  next  two  years, 
Perpetual  had  undertaken 
its  first  debt  financing 
arrangements  for  acquisi- 
tions in  the  period,  including 
Wilson  Dil worth,  a superan- 
nuation specialist,  and  the 
locaL  share  registry  division 
-of  Goppers  & Lybrand. 

Perpetual  hoped  to  further 
uGteet  expected  losses  by  tak- 
ing oh  the  role  of  “responsi- 
ble entity"  for  funds  that  dm 
nnot  '.want  to  deal  with  the 
coanpleri.tifi8  and  regulatory 
deihands  of  the  new  struc- 
ture.. Perpetual  would  then 
engage  the  funds  as  con- 
tracted fund  managers,  Mr 
Bradley  said. 

The  company  also  invested 
_ in  other  areas  of  business  in 
'the  period,  including  expan- 
sion o i its  private  client  divi- 
sion and  the  launch  of  a 
jointly  managed  fund  with 
Fidelity  Investments,  of  the 
-US.  - , - - 
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NEWS  DIGEST 

JAPANESE  ELECTRONICS 

Pioneer  surplus 
better  than  expected 

Pioneer,  the  Japanese  electronics  group,  posted  better  ' 
than  expected  pre-tax  profits  for  the  third  quarter  ending 
In  December.  But  the  underlying  trend  remained  down  as 
the  group  struggled  with  the  yen’s  strength  against  the 
doBar,  weak  demand  for  laser  discs  and  the  dire  state  of 
consumer  electronics  demand  in  Japan  and  Latin  America. 

ft  warned  group  sales  for  the  full  year  would  reach  only 
Y580bn  (US$5bn)  against  its  previous  target  of  Y600bn. 
The  forecast  was  based  on  an  assumption  the  dollar 
would  average  YVV5.  Pioneer  was  pessimistic  about  the 
business  efimate  in  the  coming  months.  “Economic  condi- 
tions In  Asia,  Central  America  and  South  America  remain 
sluggish  and  price  competition  is  increasing,”  it  added. 

Consolidated  operating  profits  fell  year  on  year  by  18.5 
per  cent  during  the  quarter  to  Y3.7bn  on  sales  down  1.2 
per  cent  at' Y147.3bn.  Pre-tax  profits  actually  rose,  by  11.3 
per  cent  to  Y5.12bn,  because  of  profits  on  foreign 
exchange  profits  and  increased  income  from  optical-risk 
patents.  Net  level  earnings  fefl  15.8  per  cent  to  Y2-28bn. 

The  currency  factor  pulled  down  sales  by  YZ9bn,  the 
company  said.  Brokers  Dresdner  Kleinwort  Benson  sad 
for  every  yen  the  Japanese  currency  appreciated  against 
foe  US  doBar  Pioneer  lost  Y500m  inoperating  profits. 

Turnover  at  foe  electronics  tSvrislon  rose  1.8  percent 
year-on-year  to  YlSJJbn,  because  of  brisk  sales  of  car  nav- 
igation systems,  car  stereos  with  mini-disc  players,  and 
DVD-video  players.  The  audioArideo  software  division’s 
•sales  fell  34.6  per  cent  to  YBbn.  Paul  Abrahams,  Tokyo 
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TDK  disappoints 
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TDK,  the  Japanese  electronics  parts  group  best  known  for 
its  cassette  tapes,  yesterday  announced  results  wefl  below 
expectations  for  the  third  quarter  ending  December  31.  . 
The  weak  results  stemmecTfrom  disappointing  sales  vol- 
umes and  a fall  In  prices,  foe  company  sod.  ft  revised 
down  its  forecasts  for  the  year  ending  In  Mach.  Operating 
profits  would  be  Y75bn  ($649m)  against  its  previous  fore- 
cast of  Y81  bn  on  sales  of  Y675bn  against  Fts  earner  pre- 
diction of  YTOObn. 

Consolidated  group  sales  diving  foe  quarter  fell  11.7  per 
.cent  to  Y167£bn.  Operating  profits  were  down  33  per 
cent  at  Y20bn,  while -pre-tax  profits  tumbled  49  per  cent  to 
Y16bn.  Net  prefits  fefl  12  per  cent  to  Y10.7bn.  Brokers 
Warburg  Dfflon  Read-bad  been  expecting  pre-tax  profits  of 
Y25bn  on  sales  of  Y185_5bn.  Alexandra  Nusbaum,  Tokyo 


GOLD  MINING  _• 

Normandy  plans  new  projects 

Normandy  Mining,  Australia's  largest  gold  producer,  said 
yesterday  ft  was  comfortably  placed  after  recent  rationafis- 
ahon  to  .undertake  further  development  of  gold  prefects  tn 
Australia  and  overseas;  inciucfing  Ghana  and  Greece. . 

fts  recent  AS830m  (US$407rTj}  hedge  book-value  realisa- 
tion and  the  A$140m  sale  of  Its  Goldfields  pipeline  stake  in 
western  Ausfea&a  (fed  left  It  with  cash  on  the  balance 
sheet  of  AS940m  as  wefl  as  a further  A$700m  available  in 
undrawn  credit  fines,  the  company  said. 

Normandy  earlier  reported  a 28  per  cent  fall  in  net  profit 
to  A$38m  for  the  six  months  to  December.  The  result 
included  an  A$21m  abnormal  loss  on  foe  writedown  of  its 
Mt  Charlotte  mine  in  Western  Australia.  But  net  profit  in 
the  fuU  year  to  June  would  be  roughly  in  fine  with  foe  pre- 
vious year,  said  Colin  Jackson,  executive  general  manager. 
Net  profit  fast  year  was  AS1 19m. 

Last  year  the  company  warned  low  rirw  prices  and  foe 
introduction  of  a gold  royalty  in  Western  AistraHa  would 
weigh  on  profits.  In  the  half-year  to  December,  the  gokl- 
tfivisfon's  operating  contribution  rose  nearly  9 par  cent  to  a 
record  A$232m,  but  foe  metals  division  fefl  from  A$37.3m 
to  AS13m.  Gwen  Robinson,  Sydney 
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NEW  ZEALAND 
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National  Bank  lifts  profits 

The  National  Bank  of  New  Zealand,  a whoHy  owned  sub- 
sidiary of  Lloyds  Bank  of  the  UK,  turned  in  a sharply 
Improved  performance  ki  the  year  to  December  31,  with  a 
58.7  per  cent  rise  on  1997  in  after-tax  profit  to  NZS2Q0m 
(US$1 09m).  Pre-tax  profits  rose  53  per  cent  to  NZ$274m. 
The  results  included  four  months’  trading  from  Country- 
wide Bank,  bought  from  Bank  of  Scotland  last  year.  Thls 
made  National  the  second  biggest  New  Zealand  bank  In' 
tan®  of  assets!  However,  foe  National  Bank's  bottom-fine 
profit  was  trimmed  to  NZ$11 7m  after  an  NZ$83m  provi- 
sion for  merger  costs.  Terry  Haft,  WelBngton 

Comments  and  press  releases  about  International 
companies  coverage  can  be  sent  by  e-maB  to  . 
intemattonal.companiesQft.com 
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By  John  Authors  in  New  York 

MasterCard  International, 
the  global  payment  card 
association.  yesterday 
decided  on  a sweeping  man- 
agement reorganisation 
designed  to  make  it  more 
competitive. 

MasterCard  has  roughly 
half  as  many  cards  in  circu- 
lation as  Visa,  its  larger 
rival,  and  the  move  appears 
to  be  part  of  an  attempt  to 
change  its  strategy  so  that  it 
would  allow  issuing  banks 
more  freedom  in  marketing 
their  cards. 

Earlier  this  month,  two 
directors  of  Citigroup,  the 
world's  largest  issuer  of  Visa 
and  MasterCard  cards,  quit 
the  board  o£  Visa.  John 
Reed.  Citigroup  co-chief 
executive,  had  requested  a 
change  in  the  association's 
rules  to  allow  the  Visa  .logo 
to  be  moved  to  the  back  of 
cards. 

Citigroup  is  now  in  discus- 
sions with  MasterCard, 
believed  to  centre  around 
the  marketing  concessions  it 
first  demanded  from  Visa. 

Under  MasterCard’s  reor- 
ganisation. all  its  regional 
and  functional  heads  will 
report  directly  to  Robert 
Selander.  chief  executive. 
These  will  include  one  "cus- 
tomers" division,  to  be 
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INSURANCE  _ _ 

XL  Capital  to  purchase 
NAC  Re  in  $1bn  deal 

XL  Capital,  the  Bermuda-based  insurer,  said  yesterday  it 
had  agreed  to  buy  NAC  Re,  the  US  reinsurer,  in  a stock 
deal  valued  at  more  than  $1  bn.  NAC  Re,  which  Is  based  in 
Greenwich.  Connecticut,  is  the  eighth  largest  reinsurer  in 
the  US.  it  has  been  at  the  centre  of  takeover  speculation 
for  months  as  the  insurance  industry  undergoes  intense 
v consolidation.  XL's  Bermuda  neighbour,  ACE,  last  month 
;%*  agreed  to  buy  the  property-casualty  insurance  business  of 
Cigna  for  $3.45bn  in  cash.  NAC  Re  has  been  considered 
l an  attractive  takeover  target  because  it  has  strong  ratet- 
" tionships  with  its -customers,  even  though  tt  uses  trokeis 
“ ■ ■ to  bring  it  business. 

XL  said  it  expected  the  deal,  which  is  set  to  be  com- 
pleted by  late  in  the  second  quarter  or  early  in  the  thud 
quarter  of  this  year,  to  have  a positive  impact  on  its  earn- 
ings. The  boards  of  both  companies  have  voted  unani- 
mously in  favour  of  the  deal,  which  is  subject  to  approval  - 
by  stockholders,  antitrust  and  other  regulatory  approvals. 

Nicholas  Brown,  NAC  Re  chief  executive,  wffl  be  chair- 
man, president  and  chief  executive  of  NAC  Re,  which  wHt 
keep  its  name.  Ronald  Bomhuetter,  NAC  Re  chairman,  and 
another  member  of  NAC  Re’s  board  wfll.be  invited  to  join 
the  XL  board. 

XL  Capital  and  NAC  Re  would  have  had  combined 
assets  of  $13J3bn,  revenues  of  $2£bn  and  a market  capi- 
talisation of  about  $8bn  at  the  end  of  f99B.  Under  the 
terms  of  the  transaction,  shareholders  of  NAC  Re  wffl 
receive  0.915  XL  shares  for  each  NAG  Re  share  in  a tax- 
free  exchange,  which  will  be  accounted  lor  as  a poofing  of 
interests.  Based  on  XL’s  Friday  dosing  price  of  $60.50,  the 
deal  values  each  NAC  Re  share  at  S55.36.  With  about 
20.Bm  diluted  NAC  Re  shares  outstanding,  that  values  the 
deal  at  about  $1.1 5bn. 

. . XL  Capital  was  represented  by  Donaldson,  Lufkin  & Jen- 
rette  and  Wasserstein  ParaHa.  NAC  Re  was  advised  by 
MorganStartey  Dean  Witter,  CIBC  Oppeoheimer  and  SBC 
Warburg  Dillon  Read.  Reuters,  New  York 


AIRLINES  . . 

Delta  to  buy  ASA  Holdings 

Deha  Air  Lines,  the  third-targest  US  airline,  said  yesterday 
it  had  signed  a definitive  agreement  to  buy  ASA  Holdings, 
parent  company  of  Atlantic  Southeast  Airlines,  for  about 
S7Q0m.  Atlantic  Southeast  is  a large  regional  carrier  with 
its  main  hub  in  Atlanta  and  ffiee  to  21  US  airports.  ASA, 
which  was  founded  in  1979,  has  a fleet  of  88  aircraft  with 
about  2,700  employees. 

Under  the  terms  of  the  deal,  Delta  wW  make  a tender 
offer  to  purchase  an  outstanding  common  shares  of  ASA 
Holdings  for  $34  a share  in  cash.  ASA  Holdings  has  28.5m 
common  shares  outstanding.  Delta  already  owns  nearly 
8m  million  of  those  ASA  shares. 

Delta  said  ASA  would  become  a whofly  owned  iratt.  The 
regional  carrier  would  keep  a separate  workforce  aid  sal- 
ary and  benefits  structure.  Its  labour  agreements  with  the 
Airline  Pilots  Association  and  the  Association  of  Fflght 
Attendants  would  remain  In  place.  Delta  said.  The  transac- 
tion will  have  a “minimal  impact*  on  ASA  employment,  and 
there  wifl  be  "no  impact"  on  Delta  employment.  H added. 
Revenue  gains  are  expected  to  come  from,  more  efficient 
operations,  market  growth,  and  better  use  of  aircraft  at 
both  airlines.  Delta  expects  the  transaction  to  be  accretive 
to  earnings  in  the  first  year  of  operations.  .. 

Reuters,  Atlanta 
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INDUSTRIAL  PRODUCTS ■ 

SPX  reports  $41 .7m  deficit 

SPX,  the  MteMgan-ba^  products  end  vehicle 

components  group  that  took  over  ff»  larger  General  Signal 

m a $2bn  deal  last  year;  yesterday  reported  a $120m  toss 

for  the  final  quarter  of  1998.  leaving  It  with  a $41 .7m  defi- 
cit for  the  year.  A year  ego,  SPX  made  $32.6m  In  the  find 
quarter  and  $129.6m  in  the  fu8  yearr 
The  deficit  was  due  to  restnicturing  by  SPX  after  tna 
ocqufsfcon,  which  inducted  dosing  25  manufacturing, 
safes  and  wfrninistr^^  offices  as  wtfealhemabi  head- 
quarters, and  cutting  about  1,000  jobs.  Thta  resulted  In  a 
fourth-quarter  charge  of$204.4m.  Ahead  of  the  charges, 
SPX  said  it  earned  an  underlying  65  certs  a share  in  the 
final  quarter,  ahead  of  market  expectations,  and  w*s 
iooMngat  about  $4.90  in  1999.  SPX  shares  edged  higher 
in  early  trading  yesterday,  up  $4 to  S62*-  " _ 

SPX  had  made  dear  ihaMt  wanted  to  grow  by  acquisi- 
tion tong  before  the  takeover  of  General  Signal.  Yesterday 
John  BJystona.  SPX  chairman,  arid  toe  pi» 

w»  -on  ictiadida"  and  It  had  established  four  matodW- - 
suns:  mdustrW  products,  technical  products,  service  solu- 
tions, and  vehicle 

this  year  is  estimated  .to  cost  a.furttier  $20ra  . 

Taft,,ChJcago  - . 
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^COMPANIES  & FINANCE:  THE  AMERICAS 

EQUIPMENT  MANUFACTURING  US  GROUP  SUFFERS  DECLINE  AS  FARMED  REACTJ0  LOWER  COMMODITY  PRICES  StOCkS 

John  <Deerc  hit  by  reduced  spending  IBS** 

By  Nfidd  Tail  &i  Ctucaoo  ' . . and  aunbines  was  "severely  equally  bleak.  It  expects  net  that  Deere's  sales  fell  by  a "down-cycles".  Deere's  first-  _ _ 

— r*-  affected”,  and  production  cash  income  among  US  farm-  further  me  per  cent  in  voL  quarter  earnings  per  share, 

Sliding  demand  ..for  cuts  meant  manufacturing  ere  to  fall  about  9 per  cent  ume  terms  in  1998,  compared  at  21  cents,  were  well  ahead  Y AlUilllUlI 


headed  by  Alan  Heuer,-wbo 
- is  currently,  bead  of  the  US 
region.  All  global  marketing- 
officials  and  regional  heads 
will  report  directly  to  him. 

A second  division  will 
group  all  of  MasterCard's 
technology  resources.  There 
will  also  be  divisions,  to. 
cover  central  resources,  stra- 
tegic ventures  and  human 
resources,  all  directly 
answerable  to  Mr  Selander. 

The  moves  are  meant-  to 
make  it  easier  for  Master- 
Card to  help  member  banks 
market  their  own  brands. 

Mr  Selander  said  bis  strat- 
egy for  success  was  “to 
sharpen  our  focus  on  serving 
key  members  in  our  top  mar 
kets  and  strengthen  the 
delivery  and  quality  of  the 
core  services  we  provide  to 
members”. 

The  measures  appear  to 
make  it  easier  for  Master- 
Card to  package  products  as 
member  hanfea  want  It 
could  therefore  be  position- 
ing itself  to  provide  cards  for 
large  banks,  to  trade  under 
their  own  brands. 

MasterCard  firmly  denied.1 
the  plan  would  cause  any 
significant  staff  reductions. 
It  refused  to  comment  on 
speculation  it  was  planning 
to  cut  members  on  Its  board, 
which  is  much  larger  than 
Visa’s. 


By  NWd  Taft  in  CMcago 

Sliding  demand  ..  for 
agricultural'  equipment,  as 
farmers  rein  back  spending 
in  response  to  low  commod- 
ity prices,  ‘caused  first- 
quarter  profits  at  John  Deere 
to  fan  to  just  $48.7m,  from 
S20QJ3m  in  the  same  period  a 
year  earlier. 


and  combines  was  “severely 
affected”,  and  production 
cuts  meant  manufacturing 
assets  were  used  less  effi- 
ciently. 

Total  agricultural  equip- 
ment operating  profit  was 
just  525m,  compared  with 
$206m  a year  ago,  white  the 
smaller  construction  equip- 
ment side  saw  profits  slide 


The  US  company,  one  of  from  J64m  to  SL2m. 


the  biggest  suppliers  of  farm 
and  construction  equipment, 
said  operating  profit  on  the 
agricultural  side  was  barely 
one-tenth  of  the  level  a year 
ago. 

Demand  for  large  tractors 


Overall,  sates  far  the  quar- 
ter were  down  by  M per  cent 
at  J2.48bn,  with  global  physi- 
cal volume  falling  18  per 
cent 

The  company’s  forecast  for 
the  remainder  of  1999  was 


Clearer  pictures 
may  blur  market 

New  Pentium  chips  will  raise  the  bar  on. 
PC  performance,  writes  Louise  Kehoe 


Intel,  the  world's  leading 
semiconductor  manufac- 
turer, will  today  launch  a 
new  generation  of  Pentium 
microprocessors  with  a 
worldwide  advertising  cam- 
paign that  will  stress  the 
internet  rapahilities  of  PCs 
built  around  the  new  chips. 

Craig  Barrett,  Intel  chief 
executive,  is  set  to  unveil 
the  mucbanticipated  micro- 
processor products  at-  an 
Intel  event  in  Silicon  Valley 
today  at  which  some  250 
computer,  software  and 
internet  companies  are 
expected  to  demonstrate  new 
products  and  services  using 
the  Intel ’technology. 

The  new  Pentium  in  chips 
will  further  raise  the  bar  on 
PC  performance.  In  particu- 
lar, the  new  chips  win  bring 
full-screen,  full-motion  video 
to  the  PC  screen,  blurring 
the  distinctions  between 
television  and  internet  ser- 
vices. PCs  may  also,  far  the 
first  time,  become  truly  com- 
petitive with  purpose-built 
computer  game  machines 
that  plug  into  the  TV  set 
The  new  chips  are  des- 
tined for  use  in  high-perfor- 
mance desktop  PCs.  aimed  at 
both'  consumers  and  busi- 
ness users,  tiie  first  of  which 
are  expected  to  he  available 


from  iffqdfug  manufacturers 
by  rtw  end  of  twa  month. 

Hewlett-Packard  is  expec- 
ted to  revamp  its  Vectra  line 
of  business  PCs  around  the 
new  chips.  Dell  Computer  is 
planning  high-end  models, 
while  Compaq  is  expected  to 
add  the  Pentium  m to  its 
top-of-the-range  Presario. 
IBM,  Gateway  and  Micron 
are  expected  to  demonstrate 
PCs  based  on  the  Intel  chips 
today. 

Key  to  the  higher  perfor- 
mance of  Pentium  HI  Is  a 
new  set  of  microprocessor 
instructions  - the  computer 
code  built  into  the  chip  - 
that  enhances  graphics  capa- 
bilities. However,  users  will 
not  see  the  full  benefit  of 
these  new  internal  instruc- 
tions until  software  develop- 
ers make  use  of  them  to  cre- 
ate new  applications. 

Tntgl  says  more  than  200 
games  and  other  software 
programs  will  be  ready  to 
take  advantage  of  the  new 
instruction  set  when  PCs 
based  on  Pentium  m are 
introduced  later  this  month, 
but  it  is  not  clear  when 
these  programs  win  become 
available  in  retail  stores^ 

Pentium  III  PCs  Will  also 
be  well  suited  to  video  and 
audip  broadcast  via  the 


Nortel  Networks 

* 

claims  data  lead 


By  Edward  Aldan  in  Toronto 

Nortel  Networks,  the 
Canadian  telecommunica- 
tions and  data  networking 
group,  claimed  yesterday  it 
would  be  the  first  to  bring  to 
market  next-generation  tech- 
nology that  wifi  allow  tele- 
coms carriers  to  cany  data 
traffic  efficiently  without 
abandoning  existing  voice 
networks. 

The  company  said  trials 
were  under  way  and  the  first 
shipments  of  the  new  prod- 
ucts would  be  made  in  the 
fourth  quarto:. 

Ian  Craig,  president  of 
Nortel’s  carrier  solutions 
division,  said  the  new  pack- 
age of  packet  telephony  tech- 
nologies would  allow  tele- 
coms carriers  to  cut  50  per 
cent  off  the  cost  of  develop- 
ing a separate  overlay  net- 
work to  cany  data  traffic. 

In  addition,  operating 
costs  would  be  reduced  by  as 
much  as  45  per  cent  because 
carriers  would  not  have  to 
operate  two  separate  net- 


The  volume  of  data  traffic 
driven  by  the  explosive 
growth  in  internet  usage, 
has  recently  overtaken  voice 
traffic  in  North  America  - 
growing  at  10  times 


the  rate  of  voice. 

Telecoms  carriers  have 
been  scrambling  to  develop 
new  networks  based  on 
packet  switching  rather  than 
circuit  technology  to  handle 
the  growing  data  traffic. 

But  carriers  have  been 
reluctant  to  phase  out  exist- 
ing voice  networks. 

These  represent  tens  of  bil- 
lions of  dollars  in  sunk  costs 
«in  handle  an  array  of 
lucrative  call  service  fea- 
tures such  as  centres,  toll- 
free  numbers  and  multi- 
media  conferencing. 

Nortel,  which  purchased 
US  data  networking  com- 
pany Bay  Networks  last 
year,  has  been  leading  sev- 
eral large  equipment  manu- 
facturers in  trying  to 
develop  technology  that  will 
allow  carriers  to  handle  both 
their  voice  and  data  traffic 
requirements  simulta- 
neously. 

Maribel  Lopez,  analyst 
with  Forrester  Research  in 
Boston,  said  Nortel  was 
offering  an  interim  solution 
that  would  be  very  attractive 
to  carriers. 

She  added  it  would  proba- 
bly prompt  other  equipment 
manufacturers,  including 
Lucent  and  Cisco,  to  develop 
similar  hybrid  solutions. 


US  demand  helps 
Cemex  boost  sales 


By  Andrea  MandaHtaopbeB 
h Mexico  CBy 

Cemex,  the  Mexican 

Tttwjt-inarinnal  that  is  the 
world’s  third-largest  cement 
producer,  beat  market  pre- 
dictions with  a strong  fourth 
quarter  bolstered  by 

dynamic  sales  in  Mexico  and 
the  US  and  currency  gains. 

. Fourth-quarter  operating 
income  jumped  aa  per  cent 
to  2:9Bbn  pesos  (S30Qm),  with 
cement  volumes  In  Mesdeo 
growing  6 par  cent,  buoyed 
by  a stronger  peso. 

US  Awn™*  boosted  sales 
and  margins,  as  Cemex 
brought  in  low-cost  cement 
from  Cbfwa  fin-  resale  in  the 
US.  In  Spain,  Cemex’s  other 
market  and  home  to 
hnlftiwg  lyawpany  VakncSana 
de  Cement  os,  low  interest 
rates  flteOad  a stage  hi  resi- 
dential tMvrcfag- 

fc 


Pre-tax  profits  grew  by  42 
per  cent  in  the  quarto1  to 
2.788bn  pesos,  while  earn- 
ings par  share  were  54  US 
carts,  up  from  80  cents  In 

the  1997  fourth  quarter. 

“Cemex’s  developed  mar- 
kets are  very  strong  and  its 
main  emerging  market, 
which  is  Mexico,  Is  doing 
better  tfom  the  rest  of  latm 
America,"  said  Guillermo 
Serrano,  cement  analyst  at 
Santander  bank  in  New 
Yo it 

In  Asia,  Cemex  has  spent 
more  tlwn  jsooin  (Hr  acquisi- 
tions. It  has  raised  its  stake 
in  PT  Semen  Gresik  of 
fnAramria  and  Rezal  of  the* 
Philippines,  and  acquired  a 
995  pm*  cent  share  in  Philip- 
pine manufacturer,  APO 
Cement. 

T3k  company  has  commit- 
marts  to  repay  $800m  in 
debt  by  the  end  of  1999. 


equally  bleak.  It  expects  net 
crab  income  among  US  form- 
ers to  fall  about  9 per  cent 
this  year,  in  spite  of  the  f6bn 
package  approved  by  the  US 
Congress  last  autumn. 

"As  a result  retail  demand 
for  form  equipment  is  proj- 
ected to  decline  by  20-25  per 
cent  In  North  America  this 
year."  Deere  said,  “with 
declines  of  10-15  per  cent  in 
other  major  markets”. 

By  contrast,  construction 
machinery  sales  were  seen 
remaining  at  "near  1998  lev- 
els”. But  the  drought  of  buy- 
ers on  foe  form  equipment 
side  would  probably  mean 


that  Deere's  sates  fell  by  a 
further  18-15  per  cent  in  vol- 
ume terms  in  1996,  compared 
with  1998,  with  second -quar- 
ter sales  down  by  about  13 
per  cent  year-on-year. 

Despite  this  gloomy  out- 
look, Deere’s  shares  rallied 
early  yesterday,  gaining  Sift 
to  |34ft. 

Analysts  have  been  well 
aware  of  what  one  called  a 
"buyers’  strike"  in  form 
equipment,  seeing  the  main 
issue  as  the  extent  to  which 
pricing  discipline  among 
equipment  manufacturers 
would  hold,  preventing  a 
repetition  of  previous  severe 


"down-cycles”.  Deere’s  first- 
quarter  earnings  per  share, 
at  21  cents,  were  well  ahead 
of  market  forecasts,  which 
averaged  about  16  cents, 
according  to  the  First  Call 
research  firm. 

The  company  Itself 
pointed  oat  that  in  the  face 
of  difficult  market  condi- 
tions. all  businesses  had  con- 
tinued to  operate  in  the 
black,  and  that  production 
schedules  had  been  set 
below  the  level  of  retail 
demand. 

As  a result,  trade  receiv- 
ables declined  during  the 
quarter. 


Chip  off  the  block:  Craig  Barrett,  tntd  chief  executive,  will  unveil  the  new  Pentium  microprocessors  AP 


internet  - an  increasingly 
popular  application. 

Internet  retailers  are  eager 
to  present  video  pictures, 
and  entertainment  web  sites 
are  expected  to  incorporate 
more  video  and  audio  dips. 

In  a business  setting,  Pen- 
tium m PCs  promise  supe- 
rior graphics  capabilities 
that  might  be  used,  for 
example,  to  display 
threedimensional  images  of 
products,  or  to  broadcast 
conferences  via  the  internet 

However,  to  get  the  full 
benefit  of  Pentium  DTs  capa- 
bilities in  internet  applica- 
tions, users  will  need  broad- 
band access  to  the  internet 
either  via  a cable  modem  or 
a high-speed  telephone  lipe. 

In  effect,  the  Pentium  m. 
when  combined  with 
high-speed  internet  links, 
enables  any  web  site  pub- 
lisher to  become  a broad- 
caster, challenging  estab- 


lished TV  broadcasters  in 
much  the  same  way  that 
internet  publishing  has 
already  brought  changes  to 
the  traditional  news  publish- 
ing industry. 

Although  most  analysts 
expect  Pentium  HI  to  extend 
Intel's  leadership  in  the  PC 
microprocessor  market, 
another  feature  of  the  new 
chips  has  created  some  con- 
troversy. Intel  has  included 
an  identifying  number  that 
can,  for  example,  be  used  to 
authenticate  the  source  of 
electronic  mail. 

Privacy-  groups  have 
objected  to  this  feature,  and 
are  seeking  support  for  a 
boycott  of  Pentium  m PCs. 
Intel  has  responded  by 
changing  its  plans  to  ship 
Pentium  ms  with  the  ED  fea- 
ture turned  on.  Users  will 
have-  tbe  option  not  to  acti- 
vate the  feature. 

With  Pentium  IH,  Intel  is 


continuing  the  established 
cycle  of  rapid  obsolescence 
in  the  PC  market.  The  com- 
pany also  aims  to  boost 
demand  for  high-perfor- 
mance PCs.  which  has  been 
dulled  over  the  past  year, 
particularly  in  the  consumer 
segment,  by  the  widespread 
availability  of  cheaper 
"basic"  PCs.  now  selling  for 
as  little  as  $400  in  the  US. 

Pentium  m,  which  will  sell 
at  a premium  price,  is 
enabling  Intel  to  compete 
more  aggressively  in  the 
low-end  PC  market  by  cut- 
ting prices  on  lower-perfor- 
mance chips  without  sacrifi- 
cing margins. 

Last  week  Intel  slashed 
prices  on  its  Celeron  micro- 
processors used  in  low-end 
PCs,  by  up  to  24  per  cent, 
prompting  Advanced  Micro 
Devices,-  its -thief  PC  micro- 
processor rival,  to  take  simi- 
lar action. 


By  Paul  Taylor 

Traditional  valuation  models 
should  not  be  applied  to 
internet  start-ups,  Eckard 
Pfeiffer,  chief  executive  of 
Compaq  Computer,  the 
world’s  second  largest  com- 
puter group,  said  yesterday. 

"The  internet  is  a revolu- 
tion that  is  happening  and  is 
changing  the  world,  so  you 
cannot  measure  what  is  hap- 
pening here  with  the  metrics 
of  what  we  are  used  to.”  he 
said. 

Mr  Pfeiffer’s  comments, 
made  during  Compaq’s 
annual  European  press  con- 
ference. contrast  sharply 
with  those  made  recently  by 
other  business  leaders  - 
including  BiD  Gates,  Micro- 
soft chairman,  and  Rupert 
Murdoch,  News  Corp  chief  - 
who  have  suggested  internet 
companies  are  overvalued. 

Mr  Pfeiffer  noted  that  the 
dawn  of  the  personal  com- 
puter era  in  the  early  1980s 
had  ted  to  the  formation  of 
"an  entirely  new  infrastruc- 
ture of  companies"  including 
Microsoft,  Oracle,  Apple 
Computer  and  Compaq. 

“That  was  nothing  com- 
pared to  what  is  happening 
with  the  internet ...  these 
companies  on  the  leading 
edge  are  rewarded  with  a 
completely  different  finan- 
cial valuation,”  he  said. 

Mr  Pfeiffer  added:  “It  is 
not  multiples  of  earnings 
because  there  are  no  earn- 
ings. It  is  multiples  of  reve- 
nues. It  is  a jockeying  for 
position  - who  will  be  the 
leaders  of  the  internet  era, 
that  is  what  matters.” 

The  Compaq  chief  execu- 
tive said  this  was  one  of  the 
reasons  that  Compaq  was 
continuing  to  invest  in  Alta 
Vista,  the  internet  search 
company  it  acquired  with  its 
purchase  of  Digital  Equip- 
ment Last  month  Compaq 
announced  plans  to  turn 
Alta  Vista  into  a leading 
internet  portal  or  internet 
gateway  site  ahead  of  a 
planned  flotation. 

Mr  Pfeiffer  yesterday 
declined  to  be  drawn  on 
either  the  timing  of  such  a 
float  or  Alta  Vista’s  potential 
valuation. 
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To  succeed  in  today’s  global  markets  you  need  to  move  fast 


Bogus  are  changing  the  way  people  work  Oy 
providing  fully  furnished,  staffed  and  equipped 
offices  on  flexible  terms  m almost  200  prime 
locations  worldwide.  Which  means  your  business 
can  be  in  the  right  place  at  the  right  time  with 
the  flexibility  to  respond  to  a changing  business 
environment  fast 

“By  relocating  to  Regos  we  were  able  to  make 
more  efficient  use  of  office  space,  while 
enjoying  the  flexibility  to  downsize , upsize  or 
even  relocate  completely  in  line  with  future 
changes  in  our  business” 

Richard  Gwyther,  Microsoft 


Instant  infrastructure,  leading  edge  technology 
and  a professional  working  environment  tailor 
made  to  your  changing  business  requirements. 
You  can  upsize,  downsize  or  relocate  completely. 

Regus  deliver  a total  office  solution  with  limited 
liability,  at  a cost  that  shows  upto  a 66%  saving 
on  traditional  office  leases  - that’s  got  to  be 
good  news  in  any  language.  Make  Regus  part  of 
your  global  strategy. 


Instant  Offices  Worldwide 


■a***- 


18 


» 


FINANCIAL  TIMES  WEDNESDAY  FEBRUARY  17  1999 


COMPANIES  & FINANCE:  UK 


US  buy-out  house  eyes  Electra  Fleming 


By  Katharine  Campbell 


Clayton,  Dubilier  & Rice,  a 
US  buy-out  house  expanding 
in  Europe,  is  thought  to  be 
interested  in  acquiring  Elec- 
tra Fleming,  the  manage- 
ment company  of  Electra 
Investment  Trust,  for  which 
3i  has  made  a bid  approach. 

Clayton,  Dubilier.  which  is 
reckoned  not  to  be  interested 
in  the  assets  of  the  trust,  is 
believed  to  be  meeting  Fred 
Vinton,  chairman  of  Electra 
Fleming,  and  Hugh  Mum- 
ford.  managing  director, 
tomorrow . 


Christopher  Mackenzie, 
parter  of  Clayton  Dubilier 

and  managing  director  of  the 

London  operation  started 
last  year,  refused  to  com- 
ment on  any  discussions. 
But,  he  said:  “There  is  a a 
longstanding  and  very  cor- 
dial relationship  between 
Electra  and  Clayton,  Dubi- 
lier. We  have  a deep  respect 
for  each  other's  management 
teams."  Electra  Investment 
Trust  has  also  Invested 
undisclosed  amounts  in  two 
recent  CD&R  private  equity 
funds. 

However,  any  approach  by 


the  US  house  may  depend  on 
the  fate  of  the  trust,  which 
has  promised  its  sharehold- 
ers a solution  that  will 
deliver  them  ‘Tull  value". 

One  possible  next  step  is 
that  the  trust  proposes  a 
wind-up  of  its  assets  over 
three  to  five  years  - which 
would  appear  to  leave  Elec- 
tra Fleming  managers  in  a 
position  to  negotiate  a sepa- 
rate future,  depending  on 
how  the  idea  of  the  wind-up 
was  received  by  institutional 
shareholders. 

Electra  Fleming  is  a 50/50 
joint  venture  between  ETT 


and  Robert  Fleming,  the 
investment  bank.  It  manages 
the  trust  under  a three-year 
contract  thought  to  be  worth 
£15m  ($24m)  a year. 

Michael  Stoddart,  chair- 
man of  EST,  yesterday  told 
institutional  shareholders 
they  could  expect  "an  indica- 
tion of  a way  forward"  at 
today's  annual  meeting: 

A person  dose  to  Electra 
said  the  trust  had  been 
working  on  "a  scheme  of  its 
own”  for  narrowing  its  per- 
sistently wide  discount  since 
wen  before  the  £ approach, 
but  the  latter  had  been  a cat- 


alyst for  "speeding  the  pro- 
cess". 

3i,  which  has  been  waiting 
for  the  annual  meeting 
before  deciding  on  its  next 
move,  had  Initially  wanted 
to  acquire  both  the  trust  and 
the  Electra  Fleming  manag- 
ers. But  the  latter  have 
baulked  at  the  idea  of  join- 
ing what  they  see  as  a large 
Inflexible  organisation  with 
a much  less  attractive  remu- 
neration structure.  3i  is 
understood  to  be  prepared  to 
buy  the  assets  without  the 
managers- 

A more  remote  possibility 


is  that  a US  group  bids  for 
both  the  trust  and  its  man- 
agers. One  of  the  few  likely 
candidates  is  Blackstone 
Group,  the  investment  firm. 
American  International 
Group,  the  US  insurer,  is 
large: investor,  in  Blackstone 
private  equity  funds,  and 
could  itself  be  interested  in 
acquiring  the  assets. 

Clayton.  Dubilier  and 
Electra  Fleming  would  be 
good  fit,  according  to  indus- 
try observers.  They  have 
similar  investment  styles, 
both  favouring  complicated 

deals. 


Boots  to  buy 
SAYE  shares 
in  the  market 


By  Susanna  Voyle 

Boots,  the  retail  die  mist  and 
pharmacy  chain,  has  reig- 
nited controversy  over 
accounting  standards  for 
employee  share  option 
schemes  with  the  announce- 
ment that  it  is  radically 
reforming  its  practices, 
which  could  lead  to  a pre-tax 
charge  of  £63m  ($103m)  this 
year. 

The  company  said  it  would 
only  buy  shares  in  the  mar- 
ket to  satisfy  demand  from 
save-as-you-earn  employee 
schemes.  The  charge  against 
profits  in  future  could  be 
£20m  a year. 

Boots  is  thought  to  be  the 
first  UK  company  to  adopt 
fully  this  approach  to  SATE 
share  option  schemes,  which 
the  Accounting  Standards 
Board  tried  to  introduce  in 
1996.  Companies  generally 
issue  new  shares  to  satisfy 
employee  schemes,  which 
are  accounted  for  on  the  bal- 
ance sheet  and  dilute  exist- 
ing shareholders’  equity. 

Yesterday  shareholders 
and  analysts  welcomed  the 
move  saying  that  it  was  a 
more  transparent  accounting 
policy  and  would  be  a diffi- 
cult precedent  for  other  com- 
panies to  ignore.  Boots 
shares  closed  47p  higher  - or 
just  over  5 per  cent  - at 
941p. 

"Boots  deserve  praise.  I 
think  they  were  nervous 
about  breaking  ranks  so 
they  should  be  comple- 
mented for  their  courage”, 
said  one  of  the  group’s  lead- 


ing shareholders.  "I  would 
say  what  they  are  doing  is 
positive  because  the  com- 
pany numbers  will  be  more 
reliable  and  you  won't  have 
what  they  call  in  the  US 
remuneration  by  stealth." 

The  1996  ASB  plan  to 
reform  SAYE  option 
accounting  rules  was  aban- 
doned after  several  leading 
FTSE  groups  - including 
retailers  Tesco  and  Marks 
and  Spencer  - complained 
about  being  hit  by  a profit 
and  loss  charge  and  said  this 
could  mean  the  end  of  such 
schemes  or  the  removal  of 
staff  discounts. 

The  ASB  plan  and  Boots' 
new  strategy  mean  charging 
the  difference  between  the 
purchase  price  of  the  shares 
and  the  exercise  price  paid 
by  employees  who  have 
saved. 

More  than  90  per  cent  of 
FTSE-100  companies  have 
SAYE  share  schemes. 

David  Thompson,  Boots 
finance  director,  said  the 
move  was  part  of  the  group’s 
long-term  strategy  to 
restructure  its  balance  sheet 
The  new  policy  would 
ensure  that  shareholders' 
funds  were  not  diluted  and 
would  put  more  debt  on  the 
balance  sheet  - but  while 
earnings  would  be  bit,  total 
shareholder  returns  would 
not  suffer. 

Mr  Thompson  said  the 
decision  turned  off  the  last 
tap  of  new  shares  for  Boots 
as  the  group  has  already 
abandoned  the  policy  of  issu- 
ing scrip  dividends. 


Slow  trading  at  Low  & Bonar 


By  Virginia  Marsh 

Low  & Bonar  said  yesterday 
that  trading  had  got  off  to  a 
slow  start  this  year  and  that 
it  was  facing  pricing  pres- 
sure, especially  in  its  core 

pat-lfMffing  business. 

Analysts  cut  pre-tax  profit 
estimates  for  this  year  by 
more  than  15  per  cent.  ABN 
Amro,  the  company’s*  broker, 
reduced  its  forecast  from 
£485m  to  £40m  ($65m). 

The  shares  dropped  I5p  to 
165p,  down  from  420p  last 
June. 

Jim  Heilig,  chief  executive, 
said:  "Christmas  activity 
was  not  so  buoyant  both  in 
the  UK  and  on  the  Continent 
and  as  a result  customers 
have  been  loath  to  load  up 
now.  Our  order  books  are 
not  as  strong  as  we  would 
have  liked. 

"There  is  excess  capacity 
in  European  cartons  which 
is  causing  some  pretty 
aggressive  price  competi- 
tion." 

The  company,  which  also 
has  plastics  and  specialist 


materials  businesses,  said 
the  collapse  in  sales  of  pack- 
aging to  “Russia  and  some 
other  eastern  European  mar- 
kets had  freed  extra  capac- 
ity. 

The  plastics  business, 
which  makes  products  such 
as  moulded  vehicle  parts, 
had  been  hit  by  a slowdown 
in  sales  of  tractors  and- other 
off-road  vehicles.  Flooring, 
part  of  specialist  materials, 
had  suffered  from  poor  con- 
ditions in  UK  retailing  ay|d 
in  Asia. 

The  company  reported  a 
pre-tax  loss  of  £3.44m 
(£30.2m  profits)  on  sales  of 
£404m  (£439m)  in  the  year  to 
November  30.  Before  good- 
will «tih  exceptiomfls,  profits 
were  £46 .2m  (£47 .5m),  in  line 
with  expectations  _ 

Losses  per  share  were 
lL84p  compared  with  earn- 
ings of  19.79p  last  time. 
Earnings  before  exceptionals 
were  33_2p  (35.8p). 

Low  & Bonar  is  planning 
to  maintain  the  final  divi- 
dend at  lL35p.  for  a total  of 
15£5p,  a rise  of  2 per  cent 


1 The  company,  which  also  dend  at  lL35p.  for  a 

Jtan  Heffig:  facing  aggressive  price  competition  Jason  Orton  has  plastics  and  specialist  15.85p,  a rise  of  2 per 

Sema  says  US  deal  is  a priority 

By  Christopher  Price  telecoms  sector  with  Tele-  ness  we  have  been  working  sector 'was  the  ke; 

com  itaiia  Mobile  and  Uni2  hard  towards,"  he  said.  where  Sana  would 


Strong  demand  from  the 
telecommunications  sector 
helped  Sema,  the 
Anglo-French  computer  ser- 
vices group,  to  report  a 30 
per  cent  jump  in  profits  from 
its  core  operations  to  £76-9m. 
The  group  also  said  an 
acquisition  to  bolster  its 
US  operations  remained  a 
priority. 

Sema.  which  provides 
systems  integration  and  soft- 
ware services,  scored  impor- 
tant contract  wins  in  the 


telecoms  sector  with  Tele- 
cun  Italia  Mobfle  and  Uni2 
of  Spain. 

The  group  reported  turn- 
over up  19  per  cent  to 
£1.25bn.  Operating  profits, 
including  discontinued  busi- 
nesses, grew  from  £&L8m  to 
£80.1m.  including  a gain  on 
the  disposal  of  its  stake  in 
its  joint-venture  with  British 
Aerospace,  total  pre-tax  prof- 
its were  £973m  (£64Jm). 

Pierre  Bonelli,  chief  execu- 
tive, described  1998  as  a “piv- 
otal" year.  “We  have 
achieved  the  balance  of  busi- 


ness we  have  been  working 
hard  towards,”  he  said. 

Mr  Bonelli  said  the  group’s 
restructuring  of  its  shares 
last  year  was  also  a crucial 
development,  allowing  it  to 
operate  in  the  US. 

A US  acquisition  remained 
a priority.  “Many  erf  our  big 
customers  want  us  to  handle 
their  global  IT  requirements 
and  that  means  we  must 
have  a presence  in  the  US.” 
He  confirmed  that  Sema  was 
ready  to  pay  op  to  $lbn  for 
the  right  acquisition. 

The  telecommunications 


sector  was  the  key  area 
where  Sana  would  like  to 
make  Its  US  purchase.  The 
company  is  looking  at  poten- 
tial targets  among  telecoms 
service  groups,  although  IT 
service  groups  would  be  con- 
sidered. 

Sema  has  replaced  IBM  as 
the  supplier  of  IT  services  to 
the  Olympic  Games. 

Mr  Bonelli  said  the  con- 
tract would  provide  a huge 
boost  to  Serna’s  global 
image. 


See  Lex 


Barclays  searches  for  opportunities  to  cut  costs 


George  Graham  looks  at  the  UK  bank's  results  as  it  prepares  for  a period  of  change  foMa^MininairsM 


Barclays  yesterday 
claimed  it  had  good 
opportunities  to 
increase  revenues  while 
reducing  costs  over  the  next 
three  years. 

IT  Sir  Peter  Middleton,  who 
takes  over  as  chairman  of 
the  UK  banking  group  in 
April,  and  Michael  O'Neill, 
his  newly  appointed  chief 
executive,  achieve  their 
promise  of  holding  costs  flat 
this  year,  they  should  be 
able  to  improve  operating 
profits  at  the  pre-provision 
level  from  the  £2.56bn 
(S4.17bn)  reported  for  1998. 

But  the  benefit  of  releases 
and  recoveries  from  old  bad 
debt  provisions  is  wearing 
off.  Maintaining  earnings- 
growth  after  provisions 
threatens  to  be  uphill  work. 
Like  other  UK  banks,  Bar- 
clays has  seen  Its  bad  debt 
provisions  decline  steadily 


from  a peak  of  £25bn  in  1992 
to  £227m  in  1997.  Last  year, 
the  charge  rose  substantially 
to  £492m,  but  this  included  a 
£!53m  provision  relating  to 
the  bank's  ill-starred 
involvement  in  Russia. 

Excluding  this,  the  new 
provision  of  £339m  repre- 
sented less  than  half  Bar- 
clays’ estimate  of  its  risk 
tendency,  or  average  annual 
loan  loss  over  the  course  of 
the  economic  cycle,  which 
now  stands  at  £700m.  In  cor- 
porate banking,  where  loan 
losses  can  swing  most 
sharply,  Barclays  set  aside 
just  £l7m  of  net  new  provi- 
sions in  1998  - including 
£23m  of  the  group's  Russian 
charge.  Releases  of  old  provi- 
sions no  longer  required, 
together  with  money  recov- 
ered on  debts  previously 
written  off,  remained  at  the 
high  level  of  £155m. 


Oliver  Stocken,  finance 
director,  admitted  Barclays 
had  been  “pleasantly  sur- 
prised" by  the  level  of 
releases  and  recoveries  in 
the  second  half  of  last  year. 

Even  without  any  increase 
in  bad  debts,  therefore,  the 
level  of  net  new  loan  loss 
provisions  must  be  likely  to 
rise.  The  question  for  Bar- 
clays, and  In  different  mea- 
sures for  the  rest  of  the 
banking  sector,  is  the  extent 
to  which  economic  condi- 
tions will  lead  to  an  increase 
in  bad  debts. 

Sir  Peter  said  yesterday 
that  Barclays’  UK  economic 
forecast  was,  if  anything,  for 
lower  growth  than  the  mar- 
ket consensus,  which  made  a 
technical  recession  perfectly 
possible.  However,  compa- 
nies and  households  were  in 
good  financial  shape,  and 
the  economy  was  entering 


the  downturn  with  low  inter- 
est rates:  “It's  not  the  sce- 
nario where  you  would 
expect  a major  recession.  It's 
not  "74,  *79  or  ’90,”  he  said. 

Even  if  the  economy  suf- 
fers a more  severe  recession. 
Sir  Peter  believes  Barclays  is 
well  positioned  to  weather 
the  storm.  The  bank  has 
been  increasing  its  loan 
book  in  several  areas,  with 
the  retail  financial  services 
division  figure  up  9 per  cent 
to  £37bn,  and  corporate 
loanB  up  17  per  cent  to 
£43bn. 

But  the  bank  said  it  had  a 
good  understanding  of  the 
risks  involved  in  consumer 
lending,  while  increases  in 
corporate  lending  were  con- 
centrated on  high  grade 
companies  and  financial 
institutions.  Sir  Peter  also 
said  the  loan  portfolio  was 
much  more  widely  spread 
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than  when  it  entered  the  last 
recession. 

“In  1990  this  looked  a Trit 
like  the  Himalayas.  It  now 
looks  like  Surrey,"  Sir  Peter 
said. 

Barclays  is  entering  the 
slowdown  with  a strong  cap- 
ital base.  Its  shareholders’ 


funds  totalled  £7.9bn  at  the 
end  of  December,  taking  its 
Tier  1 capital  adequacy  ratio 
to  7.4  per  cent,  compared 
with  7.3  per  cent 
The  bank  estimates  it 
needs  capital  of  £65bn-£7bn 
to  support  its  current  busi- 
ness and  allow  for  future 
growth.  As  a result  it  expec- 
ted to  have  room  to  buy 
back  another  £500m  of  its 
own  shares  this  year. 

• The  Lazard  investment 
banks  have  established  a 
corporate  advisory  business 
in  Madrid,  led  by  Pedro  Fas- 
quin,  former  head  of  corpo- 
rate finance  in  Spain  for 
Warburg  DQlon  Read.  The 
creation  of  Lazard  Asesores 
Financieros  extends  the 
three  banks’  presence  out- 
side their  home  markets  of 
the  US,  France  and  the  UK. 
They  have  similar  jointly 
owned  operations  in  Sweden, 
Italy,  Germany  and  Poland. 
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Boots  is  right  to  stop  Issuing  new  shares  to  employees  when 
they  exercise  options.  Given  that  the  retailer’s  after-tax  cost 
of  debt  is  just  4 per  cent  - half  that  of  equity  - borrowing  to 
cover  save-as-you-eam  schemes  with  bought-in  shares 
clearly  makes  more  sense  than  issuing  new  paper.  But  the 
decision  does  not,  as  Boots  suggested  yesterday,  make  the 
real  cost  of  option  completely  transparent  to  share- 

holders. 

This  is,  after  all,  only  a partial  reform  Companies  have  for 
some  rime  bought  in  shares  to  satisfy  executive  options. 
They  have  hot  done  so  for  employee  plans,  which  confer  the 
right  to  buy  shares  at  a discount  to  the  market  price, 
because  this  would  involve  a charge  to  profits.  The  charge 
covers  the  difference  between  the  exercise  and  market 
prices.  In  reality,  this  is  not  so  painful  - about  £2Qm  a year 
in  Boots" case,  siirang  3 per  cent  off  profits.  However,  thanks 
to  savings  on  tax  and  dividends,  the  effect  on  earnings  is 
neutral. 

But  even  if  others  follow  Boots’  lead,  so  what?  Not  all 
rampardoc  wfii  want  to  cover  options  with  existing  shares, 
particularly  fast-growing  companies  that  need  more,  not 
less,  equity.  In  any  case,  the  move  does  not  give  sharehold- 
ers a complete  picture  of  what  they  are  giving  away.  The  ' 
PAL  charge  for  covering  employee  options  does  not  reflect 
the  fair  wwnnmir  cost  of  providing  employees  with  this 
right 

Securitisation 

If  pop  stars  can  sell  bonds  to  the  market  backed  by  the 
in  come  from  their  melodies,  why  not  manufacturers?  One 
idea  doing  the  rounds  is  intriguing.  Manufacturers  could 
shift  their  Inventories  off  balance  sheet  Into  vehicles  owned 
by  banks.  These  banks  could  then  securitise  the  income 
stream  from  these  receivables. 

As  iflpiag  go,  this  one  would  be  far  tricker  for  the  capital 
markets  to  digest  than  the  predictable  Income  stream 
thrown  off  by  financial  products,  such  as  mortgages  or 
credit  card  payments,  where  investors  principally  assess 
credit  risk.  Inventory  financing,  however,  will  require  analy- 
sis of  the  demand  cycle,  as  well  as  of  how  the  goods  get  from 
A to  B.  There  may  be  an  opportunity  here  for  some,  but 
whatever  asset  class  this  idea  ends  up  as  It  is  dearly  not  one 
for  widows  and  orphans. 
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NFC  considers 
a ‘financial 
services’  move 
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By  Snsaim  Voyle 
and  Charfee  Batchelor 


NFC,  the . international 
transport  group,  is  in  talks 
with  banks  over  plans  to  cre- 
ate financial  vehicles  taking 
ownership  of  supply  chain 
inventories,  which  could 
then,  be  securitised. 

The  plan,  the  first' of  its 
kind  in  the  UK.  would  allow 
Suppliers  and  manufacturers 
to  move  stock  off  their  bal- 
ance sheets,  improving  the 
return  on  capital,  and 
reduce  financing  costs. 

NFC  - which  runs  the 
Exel  logistics  business  and 
the  Allied  PIckfords  moving 
operations  - wants  special 
purpose  vehicles  created  to 
own  inventories  while  they 
are  being  moved  from  the 
manufacturer  to  the  final 
assembly  plant 
The  SPVs  could  then  sec- 
uritise the  goods  - Issuing 
bonds  backed  by  income  that 
had' yet  to  be  earned. 

Although  the  market  for 
UK  securitisations  has  been 
growing  - from  $4J2bn  in 
1993  to  $12.7bn  last  year  - it 
is  far  less  developed  than  in 
the  US! 

Ganesh  Rajendra,  an  ana- 
lyst with  Merrill  Lynch,  said 
securitisations  of  inventories 
and  work  in  progress  had 
been  done  in  the  US  and  one 
or  two  had  been  completed 
in  continental  Europe. 
“Inventory  securitisation  is 
seen  as  potentially  a big 
growth  area." 

Geary  Murphy,  NFC  chief 
executive,  said  the  move 
wonld  help  both  suppliers 
and  manufacturers.  “There 
has  been  a lot  of  interest 
“We  have  discussed  this 
i flea,  which  ammmte  to  refi- 
nancing suppliers'  inven- 


tory, with  banks  and  finan- 
cial organisations." 

The  project  is  still  at  an 
early  stage  and  the  group 
would  not  name  the  institu- 
tions it  has  talked  to.  Ini- 
tially at  least  the  service  is 
likely  to  be  restricted  to  high 
priced  inventories.  NFC’s 
logistics  business  is  based  in 
five  core  areas,  including 
automotive. 

At  present  the  cost  of 
maintaining  inventory, 
before  it  arrives  for  final 
assembly  at  a car  plant  or  a 
computer  manufacturer,  is 
born  by  the  small  supplier. 

If  the  cost  could  be  shifted 
to  large  Institutions  they 
could  provide  the  funds  at  a 
lower  cost,  said  Mr  Murphy, 
allowing  small  suppliers  to 
reduce  financing  costs. 

NFC  thinks  it  would  win 
more  business  by  offering 
financial  services  as  part  of 
its  logistics  contracts. 

It  would  appeal  to  its  large 
customers  because  at  pres- 
ent the  high  financing  costs 
of  small  suppliers  are 
reflected  in  the  overall  price 
the  large  manufacturers  and 
the  ultimate  customers  pay.  - 
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Credit 
risks  hurt 
Paterson 


Tough  trading  conditions  in 
China  and  eastern  Europe 
triggered  a sharp  flan  in  first- 
half  profits  at  Paterson 
Zochonis,  the  household 

products  group. 

Graham  Calder,  finance 
director,  said:  “Demand  for 
our  products  is  still  strong, 
but  doing  business  has 
become  increasingly  difficult 
because  of  credit  risks.” 

In  the  six  months  to 
November  30  pre-tax  profits 
fell  to  £11.4m  (318.6m) 
against  £iA8m,  on  turnover 
of  £ 187.5m  f£179.3m). 

Mr  Calder  blamed  the  prof- 
its slide  on  problems  in 
extracting  payment  In  Rus- 
sia and  eastern  Europe.  “The 
currency  crisis  in  Russia  and 
Ukraine  has  worsened  in 
recent  months  and  we  are 
weary  of  supplying  on 
credit.”  In  China,  weak 
prices  and  reduced  margins 
forced  a strategy  revamp. 

- Mr  Calder  said  exceptional 
provisions  of  £&&n  would  be 
made  in  .the  second  half. 


Morse  to  float  with  £300m  tag 


By  Christopher  Price 


Morse  Holdings  is  to  take 
advantage  of  the  buoyant 
Information  technology  mar- 
ket with  a spring  flotation 
likely  to  value  the  computer 
services  group  at  £300m 
(1490m).  It  will  reap  rich 
rewards  for  Morse's  inves- 
tors, which  was  a manage- 
ment buy-out  in  1995  for  just 

£46m. 

Duncan  McIntyre,  chief 


RESULTS 


executive,  who  joined  Morse 
five  years  ago  as  finance 
director,  will  receive  about 
£Gm  in  cash,  and  see  the 
remainder  of  his  stake  -val- 
ued-at  some  £18m. 

3i  will  also  see  a healthy 
return  on  .its  55  per  cent 
share.  It  Is  the  venture  capi- 
tal group’s  biggest  UK 
investment  by  value.  PPM 
Ventures  has  a 20  per  cent 
stake.  Morse  will  raise 
£130m.  most  of  which  will  go 


fn-tn 


to  pay  the  two  principal 
investors  for  their  holdings. 

Some  £70m  being  raised 
will  be  new  money.  Most 
will  be  used  to  pay  back 
debt,  with  £20m-£30m  left  to 
fond  expansion.  Mr  McIntyre 
said  this  was  likely  to 
involve  acquisitions  in  conti- 
nental Europe. 

Morse’s  main  operations 
are  in  the  UK  and  Germany. 
It  is  involved  in  integrating 
sophisticated  computer 


systems,  chiefly  in  the  finan- 
cial services  and  telecommu- 
nications markets. 

In  the  six  months  to  the 
end  erf  1998,  adjusted  operat- 
ing profits  were  £L2m,  a rise' 
of  22  per  cent  Turnover  rose 
54  per  cent  to  £l«R3m. 

Merrill  Lynch  is  sponsor, 
global  "co-ordinator  and 
bookrunner  to  the  global 
offering.  Credit  Suisse  First- 
Boston  and  Warburg  DOlon 
Read  are  co-lead  managers. 
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EURO  PRICES 


EQUITIES 


Merger  fever  turns  focus  on  banks 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  IRE  EURO 


HJWOPEAN  OVERVIEW 

By  Khazcfn  Merchant 

Banks  were  the  focus  of 
attention  in  euro-zone  mar- 
kets, buoyed  by  meres'  fever 
and  results.  Prices  also 
firmed  on  the  back  of  a 
strong  opening  on  Wall 
Street,  which  in  particular 
benefited  technology  and 
telecommunications  stocks, 
such  as  Cap  Gemini. 

RSEBdQclOQ 

Ww' 


Internet  stocks  have  been 
the  rage  in  the  US  recently, 
provoking  cautionary  com- 
ments from  both  Rupert 
Murdoch,  the  media  baron, 
and  Alan  Greenspan,  chair- 
man of  the  Federal  Reserve. 

Interest  also  focused  on 
whether  the  European  Cen- 
tral Bank  would  cut  Interest 
rates.  Opinion  favoured  “no 
change",  especially  while  the 
euro  remained  weak  against 
the  dollar. 


Merger  talk  was  the  motor 
behind  strengthening  bank 
stocks.  J.  P.  Morgan  said  nx  a 
recent  report  that  European 
merger  and  acquisition 
activity  in  the  last  quarter  of 
1998  reached  a record  SKthn, 
up  58  per  cent  oyer  the  cor- 
responding period  in  3997: 
The  UK  was  the  largest  tar- 
get market,  but  measured  as 
a percentage  of  the  market's 
total  capitalisation,  Belgium 
was  the  most  active. 


One  factor  fuelling  this 
trend  js:  the  drive  for  share- 
holder value.  J.  P.  Morgan 
says  European  firms  are 
buylng.back  shares  in  record 
volumes. 'Last  year- activity 
rose  84  per  cent  to  $2aibn, 
and  it  is  forecast  to  rise 
again  because  of  tax 
changes.  But  J.  P.  Morgan 
warned  that  companies 
might  expect  too  much  from 
- share  buy-backs,  which  it 
said  “were  only  a supple- 
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mentary  tool  for  creating 
shareholder  value".. 

The  FTSE  Eurotop  300 
index  of  leading  European 
shares  ended  up  0.70  per 
cent  at  1,209.41,  while  the 
FTSE  Eurotop  100  index 
improved  21.13, 0.77  per  cent, 
to  2,775.72. 

Hie  FTSE  Ebloc  100  index 
of  shares  in  euro-zone  com- 
panies ended  marginally 
down  3.62,  0.36  per  cent  at 
990.02.  The  most  improved 
sectors  were  tobacco,  up 
47.58,  8.36  per  cent,  and 
banks,  which  ended  up  16.45, 
or  L86  per  cent 

UK  iwnitH  continued  their 
recent  good  form  with 
Barclays  report  positively. 
Os  share  price  improved  €1.7 
to  €24.71.  The  French  bank 
CCF  rose  €4  on  continuing 
bid  rmnors  linking  it  with 
ING. 

Oil  stocks,  were  generally 
Aim  on  betfer  prices.  Royal 
Dutch  was  the-  exception, 
losing  €9  to  €88l50. 
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INTERNATIONAL  CAPITAL  MARKETS 


Treasuries  rise  on  news  from  Japan 


BENCIffiM  

By  Rorian  OmtaH  In  London 
and  John  Labate  fai  New  Yak 


US  Treasuries  rallied 
yesterday  with  failing  Japa- 
nese bond  yields  and  a 
weaker  yen  allaying  fears  of 
a big  repatriation  of  Japa- 
nese capital  from  the  US. 

The  Japanese  Ministry  of 
Finance  announced  it  would 
cut  its  planned  issuance  of 
10-year  Japanese  govern- 
ment bonds  in  March  by 
Y400bn,  shifting  that  amount 
to  easily  absorbed  two  and 
six-year  bonds. 

The  MoF  also  said  its 
Trust  Fund  Bureau  would 
resume  buying  of  JGBs  in 


February  and  March,  revers- 
ing an  earlier  decision  to 
freeze  its  inventory. 

All  of  this  helped  push 
both  JGB  yields  and  the  yen 
lower,  triggerings  sharp  rise 
in  Treasuries.  But  US  bonds 
retreated  from  early  highs 
later  In  the  day,  as  market 
sentiment  turned  from  ini- 
tial euphoria  to  caution. 

“With  both  the  Ministry  of 
Finance  announcing  its  plan 
to  step  up  JGB  purchases 
and  with  Mr  Sakaklbara 
[Japan’s  top  financial  diplo- 
mat] talking  down  the  yen, 
one  could  see  this  as  a con- 
certed action  geared  to  the 

upcoming  G7  meeting,"  said 
Graham  McDevitt  at  Paribas. 

Another  analyst  even 


referred  to  today's  events  as 
“a  blatant  piece  of  market 
manipulation”.  He  said  a 
weaker  yen  would  help  Japa- 
nese hanks  avoid  foreign 
exchange  losses  ahead  of  the 
fiscal  year-end,  with  a rate  of 
Y114  to  the  dollar  seen  as 
“the  critical  level". 

US  Treasuries  started  the 
holiday  shortened  trading 
week  with  mostly  higher 
prices  after  last  week’s  vola- 
tile sessions. 

By  early  afternoon  the 
30-year  bond  bad  climbed  g 
to  98 A,  sending  the  yield 
down  to  5.366  per  cent 

Internal  factors  also 
pushed  Treasuries  higher. 
“The  market  was  technically 
oversold,  following  Friday’s 


sharp  fell  in  prices.  Today, 
the  market  looked  rife  for  a 
rally  anyway,”  said  Phillis 
Reed  at  Barclays  Capital. 

The  US  yield  curve  flat- 
■ fw»pd,  as  yesterday’s  events 
largely  affected  the  long  end. 
“The  short  end  has  not 
moved -a  lot.  Markets  stm 
view  a reversal  of  the  latest 
US  interest  rate  cut  as 
likely,”  said  MS  Real 

European  bonds  also  took 
their  cues  from  Japan.  They 
initially  moved  slightly 
higher,  but  ended  the  day 

broadly  »mrh<»wg»i_ 

Fresh  UK  economic  data 
failed  to  move  the  bond  mar- 
ket “The  retail  price  index 
figure  for  January  was 
unchanged  [at  2.6  per  cent]. 


which  slightly  disappointed 
the  market,  But  the  PSNCR 
[public  sector  net  cash 
requirement]  figure  was  bet- 
ter than  expected,  which 
suggests,  lower  funding 
requirements,  and  thus  less 
supply  of  gilts.  The  effects  of 
both  sets  of  data  apparently 
cancelled  each  other  out” 
said  Glenn  Davis  at  Credit 
Lyonnais. 

The  10-year  UK  gQt  con- 
tract closed  0.14  higher  at 
117.12  in  London. 

The  10-year  German  bund 
also  finished  unchanged  on 
the  day  at  115 .19  in  Frank- 
furt in  spite  of  the  positive 
news  from  Japan,  with  the 
weakness  of  the  euro  weigh- 
ing heavily  on  the  market 


lfc 
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NEW  ISSUES 


By  Arkady  Ostrovsky 


Japan  Finance  Corporation 
for  Municipal  Enterprises  - 
the  main  financier  for  Japa- 
nese local  government  - 
returned  to  the  markets  for 
the  first  time  since  the  Rus- 
sian financial  crisis  with 
€500m  fixed-rate  deal. 

The  issue,  a debut  in  euros 
for  JFM,  reopens  the  fixed- 
rate  market  for  Japanese 
government-backed  borrow- 
ers and  sets  a benchmark  for 
other  Japanese  issuers  in  the 
single  currency,  said  an  offi- 
cial at  lead  manager  Paribas. 

European  investors,  who 
so  far  have  little  exposure  to 
Japanese  assets,  absorbed 
about  80  per  cent  of  the  five- 
year  issue,  which  was  priced 
at  33  basis  points  over  the 
five-year  French  OAT. 

The  deal  follows  last 
week’s  successful  launch  of 
a $lbn  five-year  floating  rate 
note  by  the  Export-Import 
Rank  of  Japan,  the  first  gov- 


WORLD  BOND  PRICES 


eminent  guaranteed  issu- 
ance in  seven  months. 

Paribas  said  the  new  cur- 
rency gives  Japanese  bor- 
rowers access  to  a wider 
investor  bos*1,  ntairing  their 
issues  more  liquid  and  trans- 
parent. “The  euro  is  where 
the  action  is  at  the  moment, 
and  it  gives  JFM  access  to 
an  investor  base  that  was 
bard  to  gain  for  non-Euro- 
pean issuers,”  said  Sean 
Park,  European  head  of  syn- 
dicate at  Paribas. 

Tomoaki  Abe,  senior  fund- 
ing manager  for  JFM,  said: 
“We  had  to  establish  our 
benchmark;  in  euros,  which 
is  one  of  the  most  important 
markets  for  borrowers.” 

JFM  last  tapped  the  capi- 
tal markets  In  June  1998, 
with  a DM500m  issue,  but  Mr 
Park  said  bonds  issued  in 
European  currencies  quickly 
became  illiquid  and  irrele- 
vant for  other  borrowers. 

“In  the  past  you  had  to  do 
smaller  issues  in  local  cur- 
rencies, which  made  it  diffi- 
cult for  borrowers  to  tap  the 
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market  in  a sensible  way," 
be  said. 

Casino,  a leading  French 
retailer.  Issued  a €350m 
FRN,  also  its  debut  in  euros. 
The  band  was  priced  at  33 
basis  points  over  Eonia,  the 
overnight  borrowing  rate. 

Pierre  Foarrier,  at  Banque 


Nationale  de  Paris,  said  pric- 
ing over  Eonia  rather  than 
Euijbor,  made  the  deal  more 
liquid.  “It's  a new  type  of  a 
floating-rate  note  and  could 
challenge  Euribor, D he  said. 

The  National  Rural  Utili- 
ties Co-operative  Finance 
Corporation,  which  provides 


fmanrin  for  local  ntflitjeq  in 
the  US,  launched  a seven- 
year  €35Qm  Eurobond  aimed 
at  European  investors. 

The  deal  was  priced  at  46 
basis  points  over  German 
seven-year  bunds  and  traded 
at  that  price  after  the 
launch. 


JAPANESE  GOVERNMENT  BONDS  MOF  BUREAU  TO  RESUME  BUYING 


U-turn  by  Tokyo 
puts  markets  in  spin 


By  Naoko  Nakamae  to  Tokyo 
and  Khozom  Merchant 
in  London 


The  Japanese  authorities’ 
turzuound  yesterday  on  its 
bond  Issuance  programme 
put  the  markets  in  a spin.  - 

While  they  welcomed  the 
decision  by  the  Trust  Fund 
Bureau  to  resume  buying  of 
jHpimpaft  government  bonds, 
key  questions  remained 

unanswered. 

Is  the  decision  by  the  Mu- 
istry  of  Finance's  TFB  to 
buy  Y200bn  worth  of  bonds 
fhtc  month  next  in  fhg 
secondary  markets  a one-off 
or  will  it  continue  into  the 
new  fiscal  year?  Similarly,  is 
an  allied  announcement  by 
the  MoF  to  reduce  issuance 
of  Yl,800bn  10-year  JGBs  by 
Y400bn  in  March  also  a one- 
off  or  will  it  continue? 

Amid  intense  market  spec- 
ulation, MoF  officials  said, 
according  to  agency  reports, 
that  issuance  of  10-year 
paper  would  be  cut  by  a sim- 
ilar amount  in  April  and 
that  zt  was  studying  the  pos- 
sibility of  tiie  TFB  continu- 
ing to  buy  into  the  new  fis- 
cal year. 

The  government  currently 
plans  issuance  of  TZLOOObn 
of  10-year  paper  in  fiscal 
1999.  ff  issuance  is  reduced 
by  Y400bn  each  month,  it 
would  amount  to  a 25  per 
cent  overall  cut.  “The  impli- 
cations would  be  profound,” 
says  Joanne  Collins,  bond 
market  analyst  at  Daiwa  in 
London. 

The  ministry  finally  acted 
yesterday  after  an  alarming 
rise  in  yields  on  10-year  JGB 
benchmark  to  2/M  per  cent 
raarlter  thin  month 

The  rise  in  yields,  cur- 
rently 2 per  cent  on  10-year 
paper,  supports  the  yen. 
which  is  bad  for  exporters 
and  the  recession-hit  econ- 


omy. High  yields  also  dam- 
age banks’  portfolio  holdings 
of  government  bonds.  Banks 
increased  their  JGB  holdings 
last  September  when  yields 
were  at  record  lows. 

In  recent  months,  the 
short  end  of  the  yield  curve 
in  Japan  has  been  underpin- 
ned by  lower  and  falling 
rates.  At  the  same  time, 
long-term  .yields  have 
soared,  compounded  by  a 
heavy  issuance  of  long-term 
paper  to  ffwanrw  fiscal  stimu- 
lus programmes. 

Jeffrey  Young,  analyst  at 
Salomon  Smith  Barney  in 
Tokyo,  said  policymakers 
had  now  accepted  the  need 
“to  damp  yield  increases  at 
the  long  end  of  the  curve. 
But  this  decision  is  short 
and  temporary  in  nature  - 
which  mreyis  the  effects  wfll 
probably  be  short  and  tem- 
porary aswelL" 

Amid  the  desperate 
attempts  by  MoF  officials  to 
explain  the  U-turn,  one 
intriguing  detail  stood  out. 
While  issuance  of  10-year 
bonds  is  . set  to  reduce,  there 
will  be  a corresponding  rise 
in  issuance  of  short-dated 
paper. 

The  MoF  yesterday  con- 
firmed that  it  would  issue 


Y300bn  extra  in  two-year 
bonds,  and  YlOObn  more  in 
six-year  bonds. 

Yesterday’s  developments 
follow  comments  by  the  MoF 
last  week  that  it  was  worried 
about  the  high  yields.  It  said 
it  would  alter  its  original 
plans  for  heavy  issuance 
Into  the  10-year  zone  to 
address  the  problem. 

If  yesterday’s  moves  do 
not  force  JGB  yields  down, 
the  Bank  of  Japan  may  not 
be  able  to  resist  pressure, 
including  from  the  US,  to 
intervene  and  support  the 
bond  markets. 

Whether  this  latest  move 
will  naim  long-term  rates 
remains  to  be  seen  but  it  at 
least  reflects  a bigger  policy 
shift  in  Japan,  which  has 
been  unusual  among  Group 
of  Seven  countries  In  its 
heavy  reliance  on  10-year 
bonds. 

The  government  is  now 
scrambling  to  change  this  by 
issuing  shorter  maturity 
JGBs,  but  will  institutional 
investors  move  into  short- 
dated  paper? 

T.ife  assurers,  which  invest 
some  Y26,000bn  In  the  JGB 
market,  are  unlikely  to  make 
a big  shift  away  from  longer- 
dated  bonds,  as  most  of  their 
liabilities  are  fixed  at  levels 
above  2.75  per  cent. 

“Life  assurers  have  fixed 
liabilities,  therefore,  at  cur- 
rent yield  levels  [even  with 
increased  issuance],  1 doubt 
there'll  be  a rush  towards 
medium-term  bonds,”  said 
Naoki  Matsuyama,  fixed-in- 
come  manager  at  Mefii  Life. . 

Big  city  banks  were 
slightly  more  enthusiastic. 
Although  their  JGB  invest- 
ments are  half  that  of  the 
life  assurers,  they  have 
shorter-dated  liabilities,  and 
are  generally  considered  a 
better  source  of  demand  for 
shorter-term  instruments. 
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CURRENCIES  & MONEY 


Yen  drops  as  official  unease  recedes 


By  MMe  CanoH 
and  AJag  Beattie 

The  yen  continued  to  niwir 
yesterday  under  the  tolerant 
eye  of  Eisuke  Sakakibara. 
the  influential  Japanese 
vice-finance  minister,  after 
beginning  to  slide  on  Mon- 
day. 

Some  analysts  predict  the 
yen  could  reach  as  low  as 
Y125  by  the  end  of  the 
month,  but  the  Ministry'  of 
Finance  has  not  publicly  set 
a floor  for  the  yen. 

Mr  Sakakibara,  commonly 
called  "Mr  Yen"  for  his  influ- 
ence over  the  currency  mar- 
kets, said  yesterday  the 
yen’s  weakening  was  a con- 
sequence of  Friday's  interest 
rate  cuts,  and  the  govern- 
ment did  not  want  to  inter- 
vene unless  panic  set  in. 

Key  Japanese  officials 
such  as  Mr  Sakakibara  seem 
to  have  accepted  a falling 
yen  as  the  consequence  of 
loosening  monetary  policy. 


The  fall'  was  instigate  by 
theBoJ’s  interest  sate  cut  on 
Friday,  which  was  aimpd  at 
stimulating  the  economy. 

The  yen  reached  Y11&2  by 
the  dose  of  trade  In  London 
yesterday.  Analysts  consider 
sustained  falls  below  YUB  as 
a significant  breach  of  a psy- 
chological level,  close  to'  the 
bottom  of  the  Bank  of 
Japan’s  apparent  Y11D-Y120 
comfort  zone.  Larry  Hatha- 
way, global  head  of  strategy 
at  Warburg  Dillon  Read,  said 
he  was  cautious  about  the 
current  pattern.  But  he 
expected  investors  to  test 
the  Y120  mark  over  the  next 
few  days,  and  perhaps  push 
it  down  to  Yl25,  he  s*tri_ 

"It's  important  to  remain 
cautious,  but  what  seems 
equally  important-  Is  the 
statement  from  Mr  Sakaki- 
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bars'  expressing  tolerahce, 
although  not  acceptance,  of 
the  yen's  fall,”  said  Mr  Hath- 
eway.  ....  _ 

■ Starling  leapt  yesterday  as 
interest  rate  expectations 
rose  .on  the  back  of  some 
rather  tame  Inflation  data. 

The  headline  rate  of  infla- 
tion, RPIX,  rose  by  2^  per 
cent  in  the  twelve  months  to 
January.  That  was  about  a 
tenth  of  a percentage  point 
higher  than  the  market’s 
expectation. 

But  despite  the  small  mar- 
gin of  error  and  the  limited 
role  for  backward-looking 
inflation  rates  in  the  forma- 
tion of  monetary  policy,  ster- 
ling took  off  as  soon  as  the 
data  were  released  early  in 
London  trading. 

The  pound  rose  by  a cent 
against  the  dollar  and  half  a 
cent  against  the  euro.  By  the 
end  of  trading  hours  in  Lon- 
don yesterday  it  had  reached 
$14134  against  the  dollar,  up 
from  $z.S29  on  Monday. 
Against  the  euro  it  closed  up 


at  £0.685,  a record  high  dos- 
ing value  against  the  new 
currency. 

Analysts  said  the  rise  in 
sterling  looked  a little  exces- 
sive, but  that  it  was  recover- 
ing-flxan  a low  base. 

“The  currency  was  dearly 
reacting  to  falls  in  short  ster- 
ling prices,”  said  Cameron 
Crise,  currency  analyst  at 
Warbrng  Dillon  Read  in  Lon- 
don. "Having  reached  their 


nadir  in  recent  days,  expec- 
tations of  interest  rates  in 
the  UK  have  risen.”  Short 
sterling  contracts  expiring  in 
June  1999  settled  6 basis 
points  down  yesterday. 

Mr  Crise  said  the  rise  in 
sterling  may  have  been  exac- 
erbated by  UK  companies 
taking  the  opportunity  to 
hedge  while  it  was  relatively 
cheap. 

“UK  corporate®  have  been 
over  a barrel  in  the  past  few 
months  with  the  forward 
rates  at  a premium  to. the 
spot,"  he  said.  "With  the 
pound  down  towards  the  bot- 
tom of  the  $1.60-1.70  range, 
some  of  those  companies 
may  have  thought  it  was  a 
good  time  to  hedge.”  he  said. 

■ PTOt  CUBREHCffiS 

ran  £ 5 

Cadi  It 53 £347  - 567227344890  - 34.1020 
Hng>y  364257  - 3S4J07  23460  - 223.260 
4888.40  ■ 488440  300040  - 300040 
(L4Q5S  - 14861  03033  - 04036 
54195  - 54778  13800  - UNO 
02348  - 8 9™  . 34150  - a«wn 

37.7958  - 37-9008  23.1460  - 23.1850 
54977  • 64019  3473  - 34731 


XMA 

Pen 

Mod 


UAE. 


■ With  sterling  and  the  dol- 
lar both  rising,  the  euro  took 
a further  lurch  downwards 
yesterday,  crashing  through 
the  $1.12  level  to  a record 
low  against  the  dollar. 

At  the  end  of  the  London 
session  it  had  set  another 
new  low  against  the  dollar, 
dosing  at  $1,118. 

But  analysts  said  the 
euro’s  weakness  mainly 
reflected  strength  in  other 
currencies.  The  market  did 
not  appear  to  shift  its  view 
on  the  likely  outcome  of  the 
European  Central  Bank’s 
council  meeting  tomorrow, 
*a ki  rig  place  under  the  dov- 
ish gfeTfr  of  Oskar  1 .aftwitariTia. 

“If  anything  the  pressure 
from  Lafontaine  and  com- 
pany has  led  people  to  think 
that  the  ECB  will  resist  the 
temptation  to  cut  rates," 
said  Adrian  Schmidt,  senior 
economist  at  Chase  Manhat- 
tan in  London. 

But  there  has  been  a mod- 
est downgrading  of  euro- 
zone growth  expectations 
recently,  be  said. 
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11 

1015 

+01614 

757  - 887 

30.1370 

350060 

360324 

1J 

360164 

14 

354193 

2.1 

1027 

+00316 

509  - 529 

Kwma 

60203 

60453 

10 

60288 

14 

15444 

14 

105.1 

+00267 

172  - 181 

srxrc 

50821 

50109 

10 

50837 

10 

52856 

2.1 

607 

+00296 

882  - 683 

50782 

50385 

50592 

1J 

50402 

10 

17432 

11 

1010 

+00068 

481  - 407 

1.7521 

1.7+06 

1J47 

1J 

1.7414 

10 

. 1.7124 

11 

1034 

+15BD0 

838  - 060 

2KL7B0 

amen 

am 

-44 

291.145 

-44 

291445 

-10 

615 

-00072 

IBS  - 186 

14266 

1.4174 

14216 

-1J 

1.4202 

-14 

14503 

-12 

- 

+071  DO 

160  - 222 

173404 

172343 

172902 

17 

172191 

10 

188129 

11 

754 

+01814 

757  - 887 

311370 

3SJ060 

360324 

17 

350154 

10 

353193 

11 

1027 

+00108 

706  - 715 

10741 

10015 

10685 

17 

1J62I 

14 

14296 

11 

1020 

+00/05 

170  - 25S 

70300 

7.GS32 

7737 

-14 

77603 

-20 

7.7703 

-00 

914 

+05020 

280  - 354 

178000 

176440 

171075 

1.7 

176483 

14 

17153 

11 

920 

+07490 

796  - 851 

148050 

141100 

14102 

17 

MB.  137 

10 

145078 

11 

764 

+00331 

301  - 401 

70477 

70846 

70253 

10 

70017 

17 

7.7861 

14 

B2.7 

+00062 

297  - 306 

14326 

1.4225 

1.42S9 

15 

14171 

16 

14783 

10 

1074 

+00050 

330  - 340 

10348 

10238 

1032S 

80 

10321 

04 

10341 

00 

094 

-00067 

17B  - 182 

1.1236 

1.1161 

1.1198 

-17 

1.1232 

-14 

1.1421 

-22 

- 

- 999  - 999 

- 800  - 100 

1.4881  +O.OOBD  986  - 996 

9-9275  -00075  290  - 300 


05989 

10300 

15060 

80350 


00889 

10800 

14BS  14933  -0.1 

80250  111175  -235 


14884  -0.1  I486  0.1  780 

10515  -217  120575  -215 

1082 


Hong  tang 


Hat 
xm 
Uetoyntt 
Hm  Zeatoad 


+0-0550  274-401 
+30400  714  - 158 
+0.1631  643  - 599 
+0.4083  087  - 080 


BUB79  00395  T 0.1181  -95 
192227  190958 
00713  624244  530128  -5.7 
60.4680  59.7560  604806  -15 


1Q2788  -95  100308  -80 


SDlMH 

Safe  toe 
Safe  Koras 


53.186 

600216 


-83 

-11 


S307B 

52.1306 


-23 

-30 


10681 

+00201 

074  - 680 

10706 

10477 

OK) 

774® 

-00005 

460  - 480 

77405 

77475 

m 

424375 

+00462 

025  - 025 

415250 

424800 

frplfe« 

872100 

+12500 

000  - 000 

882500 

B4750O 

m 

4.0481 

-00068 

442-539 

40610 

40431 

m 

111175 

+20500 

160  -200 

116010 

115040 

MS 

34800 

_ 

008  - 000 

30000 

30000 

res 

1JE77 

+00264 

5®  - 504 

14697 

10322 

toot 

380ODO 

-411500 

500  - 500 

380700 

300400 

m 

37SB 

. 

503  - 506 

3.7308 

37502 

es 

1087S 

+00060 

970  - 960 

10985 

10050 

n 

8.1453 

+00153 

405  - 500 

6.1700 

aiso 

Ph| 

117500 

-05600 

400  - 600 

117600 

117300 

os 

213000 

_ 

500  - 500 

3?  MW 

311600 

PC 

390200 

+0.1350 

700  - 700 

364600 

367500 

t MB  tor  » n.  Mfe  «n«x  to  M KM  Sri  Mh  Mi  rrtjfei  M m AM  tom  BMtag  Mu  atoMMfe  Da  Basal  B«M  Bn  MW  W#  * WB.  Ufa 
■tawd  U»5.  - GW  mmk  Qa  WhiM4  to  M toM  m «■  aMM  ■ KM  ■ 


117745  44  1165  . 4.7  111485  40  1355 

15559  12  15641  00  10546  02 

38.7255  -70  39216  -74  41.5155  -70 

1735  -14  1767  -10  30205  -10 

1-6945  21  10865  16  10621  11 

11973  -102  6297  -80  6088  -80 

3247  -80  31585  -17  3303  -23  - 

1UM  PQ  +0.1350  700  - TO  360600  367500  36085  -24  37.145  -24  3802  -30  - 

t3»mn»»rF»nicaiMmnniM«»iiai  |Mtoaie.ltoHMraitBBtoaiitoatoiitiAiiMtoWtotaS/aiif«uaufe«Bfmc*taiiHwiifa. 
■fttoVtote  to  to  MrfeotHMtoavtetotato  tea  Brito  fee*  JUriwU  Em  n gates  IS  mracy.iJ’llrai  ami  taiew  Frill  .Bva  Map 
n»m  at  <**.  m m m%  mi  w mi  n m m * n a*  m m mu  fan « wmbubb  4*  ana*  aw  m foww  rate  mb  sn 
nm  wa  mm  tor  at  F.T.  - BU  wm*w.  m a^w  mn  bam  is  ait  mi  m *g  M*«a  oi  w mm  a UtoMnwftaB 


1 WORLD 

INTEREST  RATES 

MONEY  RATES 

M 16  ’ 

Onr 

CM 

Dm 

5tr 

on 

Lanb.  ■ 

Dto 

Rato 

PR 

nan 

mat 

mnt 

JW 

km. 

am 

I8B 

Mwb 

34 

3K 

H 

3 

3 

_ 

300 

300 

StotZBriaad 

1$ 

1h 

U 

13 

is 

- 

100 

- 

US 

4V 

4ft 

5 

54 

- 

400 

- 

JflflOO 

4 

i 

i 

4 

Vi 

- 

050 

** 

■ SUBOftBftAfemfaa 


hriRtmk  HxfBfl 

- 

5 

Si 

5VJ 

US  Dote  Cte 

— 

4.75 

4.7B 

401 

400 

Bn  LMod  0« 

- 

34 

3 h 

3i 

% 

SOS  linked  Ds 

- 

3$ 

3« 

34 

34 

B8A  Em  Llbar 

- 

SH 

34 

34 

34 

Bn  Bntbor 

- 

3.113 

3098 

1044 

1038 

EOHIA 

3.04 

. 

_ 

_ 

— 

B1HON1A 

30337 

- 

- 

- 

- 

Imdoa  Itoiat  (tog  ne  HMD  b to  BU  LmAh  mb.  find  to  11m. 

IN  oto  m town  kr  to  dm*  Mur  Mo.  US  EH  On  S an  LrtM  Dm*  (M 


Six 

OWUftB 


INTERNATIONAL  CURRENCY  RATES 


Feta  18 


sum 

term 


7 MW 
M8» 


On 

month 


Tina 


On 


Eon 

24-28 

34-34 

34-34 

34-3 

34-28 

34-3 

Krista  torn 

W-38 

3$  ■ 3ft 

33-34 

38-38 

34-38 

3«  - 3ft 

Storing 

54  54 

5ft-5g 

58  ■ 5b 

58-54 

54-54 

5ft  - 54 

Swiss  For 

1ft -1ft 

la  - 1ft 

u * i« 

14-lft 

18-14 

18-ig 

Grata  Mar 

5-  4ft 

54-4$ 

54-4] 

5i-4J 

54 -4S 

54-54 

US  Defer 

41- 4ft 

4|-4| 

48-« 

5-4] 

54-48 

54-5ft 

Jbp»m  Vtai 

4-K 

1-4 

1-4 

i'i 

N - ft 

.V*  - 4 

tan  {Stag 

ft  - ft 

5-4 

2V-2U 

2ft  - ZU 

2ft -1ft 

3ft-  2ft 

satn  MaawnalivHUSMiMtnMmiH  top t nun. 
■ THBff  MOUTH  EUBBflH  RJIUHE5  (MHfyatt  totertank  uttered  rate 


Opao 

Sto  trice 

Change 

n* 

LOW 

EtL  vol 

Opan  W. 

Mar 

86055 

86065 

+0065 

96070 

96050 

4062 

36.128 

Jun  • 

974S0 

97060 

+0015 

07 .075 

97.050 

4067 

24,108 

■ THUS  MONTH  E0NBDB  FUTURES  ILFFQ  fin  100-rria 

Opan 

5aB  price 

Donga 

W0ta 

Low 

Ett.  VOl 

Open  ML 

Ito 

or  tra 

96070 

+0020 

86070 

96060 

26970 

146207 

0n 

07050 

97.065 

+0020 

97075 

97050 

■mrs 

118361 

Sap 

97.100 

97.100 

+0020 

07.110 

87085 

23629 

70491 

Du 

08020 

86035 

+0010 

86055 

96020 

6288 

74250 

■ 1HRE  BKWIH  EURO  USSR  H/IDHES  (UFFE)  elm  1D0- rata 

Opai 

San  pitta 

Change 

Htfi 

low 

E8L  nl 

Open  ML 

Mar 

86065 

88070 

+0020 

BB07O 

96055 

151 B 

1S209S 

Jtai 

97050 

97065 

+0020 

87070 

97050 

617 

125872 

Sap 

87095 

97.100 

+0020 

07.110 

97.095 

639 

1222ES 

Dac 

96050 

9603S 

+0010 

06050 

86.845 

15 

99268 

■ BDHBQR  OPTIDMS  (UFFp  Om  100- 


State 

Pitta 

Ito 

Jut 

CALLS  - 
Sap 

Dec 

Mar 

Jun 

PUTS  

Sep 

Dec 

BBSS 

R7B0O 

aiw 

O04S 

0.140 

0205 

aits 

0010 

0075 

1075 

au» 

0010 

97I2B 

97250 

0015 

0005 

0050 

aioo 

0080 

1170 

0285 

new 

0050 

0.405 

Gto  at  «k  cm  29 m m mi  fiwaw  <fav  qw  w,  am  mm  m «s« 
■ THE  HQHTM  BIRO  I5B0R  0PTKIIIS  (UFFEJ  tin  100 -rate 


Stria 

mce 


Mar 

Jun 

CALLS  - 
Sap 

Das 

Mar 

POTS  

Jun  Sap 

Dac 

1106 

1205 

1145 

1230 

0040 

1105  1310 

1225 

0030 

■ 0.100 

OJWO 

1130 

1215 

1250  0.495 

1375 

Orii  27B  Pin  200.  Prafeu  duj't  ipaa  M, 

aw  342016  pub  lmro 

97000 

87125 

87250 


THREE  MONTH  BM  SWISS  FRANC  FUTURES  ftJFFE)  SFrlm  100 -rate 


Open 

Sell  nice 

Orinoe 

wgta 

Urn 

EsL  ml 

Open  kl 

10677 

03 

1-5673 

12 

10080 

11  B1J 

Ito 

08080 

98090 

+0030 

91690 

91680 

5967 

84655 

7,76 

-10 

7.7B2S 

-10 

70585 

-2.7 

JUl 

08000 

81600 

+0010 

91610 

98080 

■PftB 

60138 

42.7075 

-50 

43.1925 

-15 

C0885 

-70 

Sep 

98440 

91480 

+0020 

88480 

98440 

1958 

34333 

8030 

-292 

9475 

-SM 

11375 

-304 

Dac 

91150 

91180 

+0030 

91180 

01150 

1166 

15249 

■ 1HRS  MONTH  EUB0YB4  FUIDRK  (LFFQ  YlOOm  100- MB 


Opan 


Mflti 


Sett  price  Change 
Mto  9909  +110 

Jim  9909  +006 

Sap  9958  +0.10 

■ ItfFE  ton*  ako  tided  on  APT 
M BIBO  SWISS  FRANC  OPTIONS  (UFfij  SFrlm  100 -rate 


Low 


Efl.  m Open  tax. 

0 0 

0 0 

0 0 


State 

- CALLS  - 

— PUTS  - 

Price 

Ito 

Jib 

Sep 

Mar 

Jun 

Sep 

onso 

01875 

nnm 

men 

1110 

1130 

1120 

1205 

1260 

0400 

to  to.  tad.  cm  o Mi  a Piwtw  a»fs  am  wu  can  am  pm  7112 


CROSS  RATES  AND  DERIVATIVES 


EXCHANGE  CROSS  RATES 

FtoTfl  BPr  WCr 


mr  DM 


to 


SXr  Sto 


a 


Motors* 

PP) 

100 

1144 

1GL2B 

4048 

1552 

4800 

5463 

21,40 

4875 

4125 

2159 

3964 

1097 

4.155 

2771 

3Z75 

2479 

OBomartt 

IDKfl 

54.24 

10 

8020 

2030 

1459 

2604 

2563 

1101 

2890 

223.7 

1193 

2.150 

1920 

2254 

1503 

177.7 

1045 

Ranee* 

FFO 

8100 

1154 

10 

2582 

1501 

2952 

1380 

1216 

3050 

2517 

1352 

2438 

1044 

2555 

1.704 

2014 

1525 

Gentanf 

(DM) 

2188 

3502 

1354 

1 

1403 

9910 

1.127 

4.414 

1025 

8507 

4536 

1818 

1350 

0857 

1572 

6755 

1511 

Mnd* 

m 

5122 

1443 

1329 

2.483 

1 

24S9 

2598 

1056 

2540 

-2115 

1156 

p-fftn 

1869 

2128 

1.420 

.1670 

1.270 

MT 

w 

2083 

0384 

0039 

1101 

1041 

100 

1114 

0446 

1135 

1588 

0458 

0083 

1087 

0JS8 

6023 

0052 

HrttoUUMto* 

p 

1131 

3J37S 

2077 

0088 

0357 

8786 

1 

8517 

9197 

7550 

4028 

1726 

0017 

0.761 

0507 

5955 

1454 

Norway 

m 

46.73 

8018 

7599 

2J2B6 

0512 

2243 

2553 

10 

2322 

1827 

1058 

1052 

1793 

1942 

1595 

1511 

1.158 

Portugai* 

m 

2112 

3.710 

3272 

0576 

0093 

96S0 

1599 

4006 

109 

8299 

442S 

1798 

0041 

1036 

hush 

6550 

0499 

Spam* 

m 

2404 

4,470 

1942 

1.17S 

1473 

1184 

1024 

5.188 

IWi-ft 

100 

5032 

0561 

1411 

1007 

0072 

7141 

1601 

Sweden 

(S») 

43.47 

1383 

7094 

-2505 

0888 

2183 

2484 

1731 

2210 

1870 

10 

UUQ 

1771 

U8B 

1580 

1400 

1.127 

SwOamnd 

(SR) 

2523 

4051 

4.105 

1523 

0403 

1211 

1078 

5099 

1254 

mi 

5549 

1 

0428 

1048 

0099 

6263 

aBK 

UK 

M 

5803 

1007 

9583 

2567 

MSI 

. 2829 

1219 

1201 

gp_g 

2411 

1258 

2036 

1 

2449 

1034 

1910 

1.461 

Canadi 

fCS) 

2407 

4437 

3014 

i.157 

1470 

1155 

1015 

1151 

1195 

9928 

5593 

1954 

1408 

1 

0067 

7003 

0597 

USA 

n 

3108 

8052 

5067 

1.749 

1704 

1732 

1571 

7.721 

1790 

1460 

7935 

1.430 

1612 

1499 

1 

1185 

1894 

Jam 

m 

3053 

8029 

4565. 

1480 

0596 

1486 

1568 

6534 

151.7 

1259 

6J15 

1510 

0518 

1569 

1848 

100 

1757 

Euro 

(Q 

4004 

7437 

6560 

1556 

1788 

1936 

2504 

8032 

2005 

1614 

8072 

1500 

OJWS 

1076 

1.118 

1321 

1 

Dhw  taaa,  Fna  Rm.  tomtoM  mam.  nd  Smtata  tom  w iae  U«M  tot.  toi  Bn*  iln  M 1 
■ D4MNK  WmB  (CM5  PM1R0OO  ptf  DM  


1 to  na.  * BB  Bsaatr. 

■ JAPANESE  TH  FOTIBS  (C3«  ¥an  1Z5b  pv  Tm  100 


om 

IriMl 

Change 

ru 

Low 

Ed.  *ri . 

Open  tot 

Open 

imt 

Ctaesge 

Mgb 

few 

El  HI 

Open  ht. 

MV 

15783 

05718 

-00063 

157H7 

05713 

7482 

58049 

MV 

00803 

00487 

-QJ2ZS0 

18884 

10181 

14042 

72933 

Jm 

15750 

05750 

-10054 

0570 

05748 

75 

1049 

Jun 

18730 

18000 

-1BZ70 

10730 

05580 

B4 

5.146 

S4P 

05834 

- 

- 

1 

1® 

Sep 

00710 

00710 

-UDB7 

00710 

00709 

1 

1,498 

■ SUBS  WWI4C  B*njRE»  (CMS  SR  128000  ptr  5ft 


■ STtoUNG  raiWB  (cuq  SB2J500  per  E 


Mh  070BS  0.7005  -00078  0J105 

JUB  0.7100  OJWS  -00064  07100 

5ap  - 07135  -00078 


UK  INTEREST  RATES 


00880  11.482  56058 

07062  115  511 

0J13S  5 208 


LONDON  MONEY  RATES 


Fata  W 


fear- 

nigh! 


0m 


Una 


Star 


One 


Ito  10314  10304  - 10342  .10230  5274  54.124 

JM  10280  10294  -00006  10300  10280  42  1015 

Sap  - 10290  -00012  - 10290  260  230 


EMS  EUROPEAN  CURRENCY  UNIT  RATES 

Fab  18  Euracea.  Ratal  Ones*  % +7- bran  % apread  OH. 

Earn  t on  day  ml  (Me  vwstant  tad. 


btoritonkSMw  . St-2  5I-5U  51  - 54  51  • SI  Sj  -&}  «■* 

Sttoftag  CDl  W-B  5|-»  5|  - 5|  51-51 

rnamrsat  M-fll 

UBl  - • 5$-5|  »-B$ 

LncM  aotoril  fepi  GU-5|  54  - Si  5|- 5ft  »-5tt  5% -544  S1-5H 

DtaM MkW  tad  6- » 5|-514 


353.109 

746038 


NON  SWMBUBBB 
IK  O0S3644 

BnmaawMltli&nto 


32240 

+05 

-170 

115 

7X3*7 

-00001 

-004 

O0O 

16854 

■VtoKfeMf 

-10011 

toMtofennae 

406 

BMW 

-456 

ogv  Arangai 

otofewt 

U8 


I HNko  AM  5Jk  par  caM  tan  M 4 1989 

I*  tt  1 1-3  M 


I total ferae 


B-9 

montto 


0-12 


Carts  of  Tax  flap.  glBOjDOQ 
fen  to  itodw.  «tor  rauso  to  apt 


60 


60 


025 


025 


ft*  into  M at  Amato  aam  18  iMto!Wtototoftotl^lfeatoto.ltoN,. 
IBM  iviai  Ota  to  Mod  » K WBi  tolto  28.  in  Stom  A7M£l Maa ato  W pirtto  Jm  i. 

iwaai ton. wia.Sto«aa*w8f HaattFiwtotitotoiaBtoto RmuaeferMun.  . 

TTagMowraSTUNjnFUOTaqH^ssoojrop  


■ HKAaaJFMAWEgSOWMgaigOtntoparponndl 


Open 

SUprtca 

Chang* 

HBta 

Low 

Eto.  vol 

Opan  bd. 

Ur 

9t.7U 

04480 

-1030 

04J10 

94050 

21821 

188730 

iM 

85500 

04530 

-1080 

95520 

94520 

30809 

195454 

Sep 

95.110 

85040 

-CDS 

05.120 

95030 

2B5BD 

182736 

Dec 

94.080 

04040 

-0040 

94510 

94030 

8827 

143380 

MV 

BS05O 

95520 

-1020 

■a  nan 

95010 

898 

130fflS 

Mai  ttodri  m AFT  M CMC 

l MMtta 

wafer  nm 

•wa  to- 

■ SHORT  SmUWS  OPTIONS  flJFfB  E5OO0OQ  uotol  d 100% 

State 

Price 

F* 

“ CALLS 

Ito 

AW 

Fab 

— PHIS 
Mar 

Apr 

10B 

1.11 

154 

254 

- 

OK 

151 

1030 

126 

105 

204 

009 

1-22 

136 

1040 

002 

005 

103 

0.75 

173 

245 

fittoaa  mm  wu  Mfe  HhaW.toan  apw  tat.  feat  smina  UH4 
M FMUDBTWSE  D-MABKflt  flniRB  OMB1500  (S  per  UN 


snte 

PICS 

MV 

“ CALLS  - 
Jm 

S«P 

Mv 

- puis  — 
Jen 

Sep 

Bason 

1175 

1480 

0800 

0018 

0030 

ion 

9408 
94780  - 

0085 

1040 

0785 

1410 

1030 
' 5130 

0088 

1120 

M*7S 

9000 

1015 

1005 

1128 

1285 

1230 

IMS 

1195 

0215 

9025  0 

to  «to  feu  few  HN7  Pub  awe.  team  ton  am 

0485 

U.(MlMat8 

MataM  . 

State 

Price 

Fata 

— DHLS  — 

AW 

u 

— PUTS  — 

Mv 

Apf 
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iron  ore  hefty  reductions  of  i_i%  accepted  but  volumes  to  be  maintained : 

Australian  exporters  agree  price  cuts  with  Japan 


By  Stephen  Wyatt 
in  Sydney 

Australia's  Iron  ore 
exporters  have  agreed  to 
take  price  cuts  of  around  ll 
per  cent  for  iron  ore  ship- 
ments to  Japanese  steel 
mills. 

The  deal,  for  the  year 
beginning  ou  April  l.  ends 


three  months  of  negotiations 
and  Is  the  first  price  cut 
after  four  years  of  increases. 

Australia  is  the  largest 
iron  ore  exporter  in  the 
world  and  iron  ore  is  its 
third  most  important  com- 
modity export  earner  after 
coal  and  gold. 

The  price  cut  follows  an  18 
per  cent  reduction  in 


contract  coking  coal  prices 
agreed  late  last  year  between 
Australian  coal  exporters 
and  Japanese  steel  mills. 

Hamersley  Iron,  a 
subsidiary  of  Rio  Tinto, 
agreed  to  a price  cut  of  11 
per  cent  for  its  iron  ore  to 
26.63  US  cents  per  long  ton 
iron  unit  and  to  a 10.2  per 
cent  cut  to  3A83  US  cents 


Trading  in  water  licences 
attracts  big  money 

Exchanges  that  facilitate  buying  and  selling  rights  to  irrigate  are 
springing  up  throughout  the  country,  writes  Stephen  Wyatt 


Australia's  most  scarce 
natural  resource,  water, 
is  becoming  “commodi- 
tised". Once  regarded  as  a 
free  gift  from  God,  water  is 
now  being  traded  and  is 
attracting  big  money  In  a big 
dry  continent. 

Prices  could  go  still 
higher,  depending  upon  the 
state  of  commodity  markets 
and  seasonal  conditions. 
That  is  one  reason  why  a lot 
of  smart  money  is  already  in 
the  water  game  - the  trad- 
ing of  water  licences  that 
bestow  the  right  to  irrigate. 

John  Elliot  of  Elders  and 
Festers,  the  brewing  group, 
has  acquired  licences  for  irri- 
gated rice  farming.  Argen- 
tine based  John  Dieter  Kahl- 
betzer  owns  14  Australian 
rural  properties  with  a focus 
on  irrigated  cotton,  and 
Kerry  Packer.  Australia's 
richest  person,  has  proper- 
ties adjoining  the  massive 
Ord  River  Scheme  in  West- 
on Australia  that  are  also 
holders  of  water  licences. 

The  market  for  water  is 
growing  rapidly.  Exchanges 
that  facilitate  trading  water 
licences  are  springing  up 
across  Australia's  vast  Irri- 
gation areas.  Brokers  com- 
pete for  water  trading  busi- 
ness and  web  pages  now 
exist  to  facilitate  water  trad- 
ing on-line. 


Water  licences  are  increas- 
ingly becoming  a separate 
property  right  Far  the  first 
time,  the  value  of  water  Is 
being  separated  from  the 
value  of  land  and  the  market 
is  increasingly  putting  a 
price  on  this  water. 

As  a separate  property 
right,  the  casual  illegal 
diversion  of  water  - a not 
uncommon  event  - becomes 
a lot  more  than  taking  extra 
water  from  the  river  system 
and  tricking  the  govern- 
ment. Partly  due  to  environ- 
mental concerns,  but  mostly 
due  to  rising  prices,  It  Is  now 
seen  as  outright  theft. 

“In  the  past  three  years 
water  trading  has  just 
exploded.  Up  to  1985  there 
was  little  change.  In  the  late 
1980s  change  accelerated. 
This  decade  change  been 
phenomenal,”  says  David 
Watts,  chief  executive  of 
Murray  Irrigation.  In  the 
Murray  area  there  were 
three  water  trades  in  1994. 
This  year  there  will  be  over 
50,  and  at  more  than  double 
1994  prices. 

Historically,  water  has 
been  administratively  allo- 
cated to  rural  producers  by 
state  governments  or  some 
form  of  water  management 
agency.  Irrigators  were 
given  a licence  or  right  to  a 
nominal  quantity  of  water. 


per  long  ton  iron  unit  for  its 
lump  iron  ore. 

Despite  falling  Japanese 
steel  production,  Hamersley 
managed  to  maintain 
contracted  export  tonnages. 
Shipments  of  iron  ore  fines 
are  expected  to  be  15.1m 
tonnes  in  1999  compared 
with  15.7m  tonnes  this 
year. 


Ur  lan  Bauer,  Hamersley 
director  of  sales  and 
marketing,  said  price  cuts 
were  inevitable  given  that 
Japanese  steel  production  is 
at  27-year  lows. 

North  Limited's  Robe 
River  accepted  a 13.42.  per 
cent  cut  to  21.23  US  cents 
per  long  ton  iron  unit  for  its 
lower  quality  sinter  fines 


However,  environmental- 
ists believe  over-issuance  of 
licences  has  created  low 
water  levels  in  rivers  and 
caused  outbreaks  of  blue/ 
green  algae  blooms.  Econo- 
mists, meanwhile,  suggest 
water  usage  could  have  been 
more  efficient,  priced  nearer 
to  levels  of  cost  recovery, 
and  perhaps  have  been  more 
environmentally  friendly. 

*Tn  the  absence  of  water 
trading,  achieving  efficient 
use  of  water  would  have 
required  an  efficient  alloca- 
tion of  water  resources,” 
says  an  official  at  Abare.  an 
Australian  government  eco- 
nomic research  agency.  This 
would  have  required  a great 
deal  of  information  and 
expertise,  he  adds. 

The  reform  of  water  allo- 
cation and  usage  has 
been  under  way  since 
1992  when  the  government 
decided  to  try  to  recoup  the 
costs  of  distributing  and 
managing  water. 

Water  Is  now  priced  in  two 
ways.  The  first  is  a charge, 
set  by  water  agencies,  for 
water  used  by  Irrigators 
under  their  licences.  These 
charges  are  increasingly 
being  based  on  the  actual 
costs  of  supply  and  delivery. 

At  the  moment  in  the 
Namoi  Valley  in  northern 


Cotton  growers  pay  about  A$1m  for  a 972  megafitre  Beanes 


New  South  Wales,  for  exam- 
ple, there  is  a fixed  charge  of 
A36.48  (US$4.19)  a megalitre 
for  high  security  licences 
and  AJ4J52  a megalitre  for 
low  security  licences.  There 
is  also  a usage  charge  of 
AI5.04  a megalitre. 

With  the  advent  of  trad- 
ing, irrigators  can  now  buy 
and  sell  water  licences  on  a 
temporary  or  permanent 


Temporary  sales  occur 
when  one  grower  may  need 
a little  extra  water  beyond 
his  allocation  and  buys  this 
from  another  farmer  who 
that  season  may  have  excess 
water  or  can  earn  more  from 
selling  it  than  using  it. 

In  the  Namoi  Valley,  the 
cost  of  temporary  water 
licences  ranges  from  A$15  to 
A$40  a megalitre  depending 
on  seasonal  conditions. 

Permanent  transfers, 
where  water  licences  are 


actually  sold  by  one  irrigator 
to  another,  have  been  trad- 
ing since  the  early  1990s. 

The  prices  of  permanent 
transfers  vary  by  region  and 
are  determined  by  availabil- 
ity of  such  licences  and  the 
purpose  and  profitability  of 
the  activity  to  which  that 
water  is  flowing. 

Highly  profitable  cotton 
growers,  for  example,  have 
recently  been  paying  about 
A$lm  per  972  megalitre  per- 
manent licence  or  about 
AH.Q28  per  megalitre. 

Changes  in  the  water 
industry  have  been  explosive 
but  there  is  still  a long  way 
to  go,  say  water  specialists. 
They  suggest  that  water 
ownership  rights  remain 
vague  and  dramatic  institu- 
tional reform  is  required.  If 
the  government  gets  it  right, 
the  water  trading  business  is 
likely  to  show  strong 
growth. 


and  obtained  guaranteed 
shipments  over  1999  of  12£m 
tonnes.  However,  it  expects 
to  ship  closer  to  15m  tonnes. 

Broken  Hill  Proprietary 
also  agreed  to  a price  cut  of 
U per  cent  for  its  Newman 
product  and  1Q.2  per  cent  for 
lump  with  Nippon  Steel. 
BHF  is  still  negotiating 
prices  with  other  steel  mills. 


The  price  cuts  are  larger 
than  most  analysts  expected. 
Sydney  based  metals  and 
minerals  consultancy  group 
AME  Mineral  Economics  felt 
that  Australian  exporters 
might  have  achieved  a cut  of 
between  4.  and  6 per  cent 
while  most. other  analysts 
bad  expected  cuts  in  the  7 to 
10  per  cent  range. 


Silver  suffers 
sharp  drop 
in  New  York 


MARKETS  REPORT  

By  Gflfian  0 ‘Connor,  Robert . 
Corzlne  and  Paid  Shtanan 

Silver  prices  plummeted  in 
New  York  as  traders  came 
back  from  the  previous  day's 
holiday  and  started  selling. 

The  price,  which  began  the 
year  at  503  cents  an  ounce, 
and  had  reached  575  cents  in 
London  on  Monday,  tumbled 
back  to  about  540  cents  yes- 
terday. The  cast  of  borrow- 
ing silver  from  the  bullion 
banks  also  dropped  sharply 
Overnight- 

Traders  have  various  theo- 
ries to  explain  what  has 
been  going  on,  but  most 
admit  that  they  do  not  really 
know.  Warren  Buffett's 
annual  statement  as  chair- 
man of  Berkshire  Hathaway, 
due  next  month,  is  eagerly 
awaited:  just  over  a year  ago 
he  announced  he  had  bought 
130m  ounces  of  silver. 

US  selling  also  pushed 
copper  down  to  a new  “life- 
time low”  of  63.50  cents  per 
lb. 

On  the  London  Metal 
Exchange  all  base  metals  fin- 
ished the  day  lower,  except 
lead  «nd  rhm.  Worst  hit  was 
nickel,  which  lost  almost  4 
per  cent 

Oil  prices  fell  yesterday 
towards  the  bottom  end  of 
their  recent  trading  range. 


The  price  of  Brent  Blend  for 
April  delivery  was  $10.05  a 
barrel  in  late  trading  on  Lon- 
don’s International  Petro- 
leum Exchange,  down  32 
cants  from  Monday's  close. 

The  latest  fell  came  as  Sir 
John  Browne,  chief  execu- 
tive of  BP  Amoco,  warned  in 
a speech  in  London  that 
prices  below  $10  were  unsus- 
tainable “because  the  funda- 
mentals of  supply  and 
demand  would  be  disrupted 
by  lack  of  investment". 

Commenting  on  the  47  per 
cent  fell  in  the  Brent  crude 
price  over  the  past  18 
. months.  Sir  John  said  “the 
only  thing  that  would  pro- 
duce a price  increase  in  the 
short  term  would  be  further 
constraints  on  production'', 
given  that  stock  levels 
remain  high. 

He  said  the  logical  corpo- 
rate. response  to  low  crude 
prices  was  to  concentrate  on 
mairgins.  rather  than  vol- 
umes, which  has  been  BP’s 
main  focus  in  recent  years. 

Robusta  coffee  futures  fell 
sharply  on  the  London  Inter- 
national Financial  Futures 
and  Options  Exchange  yes-  : 
terday,  amid  selling  by. ! 
funds.  The  most  actively  I 
traded  March  contract  ended 
at  $1,742  a tonne,  down  $37 
from  Monday’s  dose,  while 
second  position  May  closed 
down  $41  at  $1,650  a tonne. 


Analysts 
raise  zinc 
deficit 
estimates 

By  Gfflian  0*0018)07 

Mining  Correspondent  ^ 

Metals  analysts  are 
increasing  their  estimates  of 
the  probable  zinc  supply  def- 
icit, following  last  week’s 
announcement  of  the  tempo- 
rary closure  of  the  Italian 
Crqtone  smelter. 

“2tnc  fundamentals 
remain  best  of  all  base  met- 
als,” said  Flemings  after  last 
week's  announcement  that 
the  Crotone  smelter  was 
being  closed  for  refurbish- 
ment Several  other  analysts 
have  taken  the  same  line. 
Zinc  prices  have  risen  by  a 
tenth  in  the  past  few  weeks. 

Yet  all  agree  there  is  con- 
siderable doubt  about  what 
is  actually  happening  at  Cro- 
tone, whose  fete  is  a politi- 
cally sensitive  issue  for  the 
Tfaiinn  government 

Ted  Arnold  of  Prudential 
Bache  said:  'The  Crotone 
plant  to  southern  Italy  has 
dosed  down  while  the  new 
owners  undertake  rehabilita- 
tion and  expansion  work. 
They  are  doubling  the  size  to 
200,000  tonnes  a year  of  zinc 
metal.  A shutdown  of  18 
months  is  possible.” 

Many  industry  watchers 
say  it  could  take  three  years 
to  complete  the  project  Pri- 
vately, many  suggest  the 
smelter  will  never  reopen 
but  add  that  it  would  be 
politically  unacceptable  for 
the  owners  or  the  Italian 
government  to  admit  this. 

Crotone  is ' in  Calabria, 
where  unemployment  is 
high.  Industry  watchers  say 
when  the  Switzerland-based 
metals  trader  Glencore 
bought  the  Porto  Vesme 
business  from  Eni  the  Ital- 
ian state-controlled  energy 
company,  late  last  year,  it 
refused  to  buy  Crotone. 

But  in  the  short  term  ana- 
lysts are  reworking  their 
supply/demand  sums, 
assuming  that  Crotone’s  out 
put  of  about  70,000  tonnes  a 
year  can  be  taken  out  of  the 
equation  for  the  next  two  or 
three  years. 
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COMMODITIES  PRICES 


BASE  METALS 

LONDON  METAL  EXCHANGE 

(Prices  tram  AnaJpamkid  UeW  Trading) 

■ AUUMIHSL.  907  RJMTT  ff  per  tana) 

Cask  3 mfc* 

Ctae  11515-4.5  TT6M 

Plwtooi  11505-15  12045-&0 

MgMow  1205/1187 

Ml  0DHU  1165-555  1189-994 

tot  don  1195-4 

Open  int.  238561 

Tool  iWy  fanner  04.220 

■ ALUedWUH  ALLOT  S pg  6xw6 

One  1010-15  1038-40 

PrevtaS  1028-33  1045-53 

HfaMow  104571042 

Ml  OOdat  1010-15  1039-40 

Kerti  don  1040-42 

Open  tat  7.579 

Tdri  Mr  turner  1450 

■ rows  per  mu) 

Om  520-1  324-5 

Pradaue  515-20  515-20 

Ugh/kw  526017 

AM  omcal  516-10S  521-22 

KerC  den  524-5 

Open  H.  35,104 

ToW  drift  tanner  17,008 

■ mm.  B per  tame) 

One  4410-20  4465-90 

Fiwtam  4505-15  4580-85 

HOMO*  4580/4460 

Ml  OmcU  4450-66  45354Q 

Kerti  dgee  4500-10 

Open  ML  74011 

Tad  Mr  Onanr  27.110 

■ T S per  tame! 

Ctaee  5165-75  5135-40 

Preview  5180-85  SI  50-55 

HgthlM  5150/5130 

AM  ORB*  5180-85  5140-45 

Rea  doee  5140-45 

Open  tat  21.335 

ToW  deli  beam  0648 

■ ZHC,  wfmeM  Mg*  yWe  B per  tnaefl __ 

Owe  1009-10  1026-7 

PTMOW  10105-11.5  1027-28 

MgMnw  1036/1023 

AM  OOdri  1008-09  1025-2X5 

Kraft  dm  1032-3 

Open  tat  101258 

ToW  Mr  tammr  19,707 

■ COPPER,  pMe  A (S  per  wm 


4485-90 

€80-85 

4580/4460 

450-40 

4500-10 


5135-40 

5150-55 

5150/6130 

5140-45 

5140-45 


13K-3 

1414.5-53 


1422-3 

1444-45 

1445/1415 

1429-30 

1416-9 


PRECIOUS  METALS 

■ UMM  nUJM  tMMET 


Precious  Metals  continued 

■ EOUlCOMa  (100  Tray  mjS/teynzJ 

Sett  Day1*  Oper 

price  cheep  tflgh  in  IU  U 


GRAINS  AND  OIL  SEEDS 

■ Abu  UffE  (100  tames  £ par  tonne) 

Sett  DWa 

price  change  Hip  Low  Voi 


SOFTS 

■ COCOA  LPE  fid  tamee;  E/towe) 

Sett  Defe 

price  chwp  Md  lie  W 


FW 

- 2809 

-10 

2604 

2854 

117  967 

Mar 

7065 

_ 

7000 

7140 

310 

682 

Mra 

920 

+31 

926 

BB3  5493  27412 

M 

Mra 

MM 

-17 

- 

- 

2 

w* 

7245 

-095 

7125 

7075 

660 

3440 

Mra 

S99 

+19 

907 

B81  6472  43475 

te» 

ter 

287.4 

-18 

291.0 

2654  34,118  90430 

Jri 

7470 

-095 

7485 

7455 

264 

661 

Jri 

896 

_ 

918 

886  713134Z7 

tei 

Jra 

2894 

-34 

2915 

2874 

303  20072 

s« 

7450 

- 

- 

- 

- 

193 

Sap 

929 

+18 

934 

9151432  30429 

Aug 

2914 

-19 

2S15 

2600 

32  0746 

tee 

7010 

- 

7575 

7540 

278 

2454 

Dee 

950 

+15 

955 

936  652  24471 

Oct 

Del 

Total 

2911 

-18 

“ 

— 

3 0402 
34460160486 

Jh 

TMri 

7740 

-1.10 

7740 

7740 

20 

14» 

401 

0141 

tov 

ToW 

956 

- 

975 

967  167  17,407 
101M1960B0 

Dec 

ToW 

■ EIATM0M  HVMBt  (80  Huy  at;  S/lroy  cgj 


ter 

3706 

- 3700  3674 

3438 

0730 

Mra 

Jni 

3701 

- 3700  3800 

117 

1404 

May 

Oct 

ToW 

3744 

- 3734  3700 

53  1460 
0973  13486 

Jri 

Sep 

■ PALLADIUM  MSEC  fltO  Troy  to.-  Stengr  nzj 

Dec 

MV 

Mra 

35740 

- 364.00  35540 

577 

0330 

TeW 

Jra 

34740 

- 34840  34340 

82 

796 

H Hi 

Sep 

Iriri 

34140 

-341.00  33340 

466 

127 

3,196 

■ SMJ/ER  COMB ft080  Thu  OK  Cfatofaftrit 

Fnb  5442  -21.7  21 

Her  5445  -21.7  5735  531.0  18.487  55.734 

Map  5445  -21.7  5714  5285  2412  16475 

Jri  5445  -203  5600  5364  1,127  11452 

Sap  5445  -194  5564  5344  18  3564 

Dec  5424  -19.1  5824  5324  754  6.750 

Intel  21096  99(863 


ENERGY 

■ CRUDE  at.  IttMEX  (1,000  Dtarats.  Sftarreh 

Meet  DBf*» 
price  chew*  Mgh  lew  W fen 

Her  11JJ  -0,49  1146  1143  34497  65217 

Apr  11.54  -9.42  1243  11.47  26.772  92.164 

Mra  1147  -042  12.16  1144  10.110  56,897 

JM  1140  -041  1022  11.77  6,105  43.713 

Jut  1146  -947  1247  1144  2483  24473 

AW  12-10  -035  1244  1247  2442  17,585 

ToW  85557527,814 

■ CRUDE  HL  K (S/ftrareO 


AM  OIMtf  1400-4005  1429-30 

Kara  doee  1416-9 

Open  U.  167.190 

M«h»on  62562 

■ UK  AM  OMdri  VS  nk  IJOOl 

LAE  Poring  VS  rate  15325 

Spot  16511 3 Me  14297  B HtB  14296  9 MW  14367 


■ MBHBMWECOPPBtCOHBa 

SeC  Ihnre  Open 

print  weep  Mgh  tew  M to 

Pah  62.40  -095  6140  6240  517  719 

lira  6055  -195  6515  6050  4,526  30,117 

Ap  6340  -240  6445  6240  30  1246 

Mar  6345  -240  68.00  8X45  949  0.772 

Jon  63.75  -240  8545  6340  10  1.463 

Jri  -6420  -060  6645  6445  216  6.6S3 


6pn 

Dave 

Open 

price  change  tSgh 

Lora 

M tat 

ter 

1045 

-032 

1049 

1002  18,962  74481 

»ra 

1024 

-040 

1045 

1020 

4,554  41426 

Jra 

1043 

-031 

1046 

1040 

0416  30720 

Jri 

1144 

+011 

1144 

1040 

239  11453 

teg 

11.15 

+046 

1120 

1078 

144  5490 

S«p 

1044 

-030 

1144 

1094 

179  4423 

Total 

20008230689 

■ HEATING  OH.  «rm  (42400  US  grin.  BUS  grill 

Lew 

Dtee 

Open 

price  change  Mpb 

Lora 

Vri  U 

Mra 

WM 

-142 

3042 

an  an 

0302  39421 

Apr 

2940 

-146 

3120 

29J6S 

1616  26458 

Mra 

3040 

-148 

3145 

3010 

995  14466 

31  JO 

-1.03 

»an 

31.15 

0138  13445 

Jri 

3025 

-083 

3345 

3020 

831  11478 

teg 

3125 

-073 

3335 

3120 

1213  10240 

Tetri 
■ CAS 

: 00  PEI 

gjnnwfl 

20318180,7*2 

Sett 

D*T* 

Opn 

prtw  dM9f  && 

Low 

tel  M 

Mra 

9125 

-100 

9540 

9125 

7262  37.416 

Apr 

9025 

-050 

9000 

9000 

2464  19,153 

Mra 

9425 

-075 

9840 

9440 

568  10923 

Jra 

96.75 

-075  10040 

9075 

195  10437 

Jri 

9925 

-34010140 

9940 

238  4^87 

Aon 

10000 

-050  10540  10000 

781  5468 

ToW 

0400127440 

■ WA1DBAL  GAS  F=  (1,000  ten*  pace  per  ttraj 

lira  9.470  +0.030  9.480  9.410  105  5415 

Apr  0200-0430  9400  9400  10  3,650 

TMri  2N  26,190 


ecuftraa) 

spnee 

c route 

SFr  rowv 

■ MW 

mm.  gas  Mae 

unit  Oafs 

1(10(000 

bibSrl 

; SZnoBtnj 

Ctaee 

2KOK&50 

Opra 

Qrang 

87.10473) 

price  Orange  Hgh 

Low 

VN  tot 

tefWtag  Si 

28B450 

175485 

257432 

■ar 

1405-0002 

1420 

1.770  17490  55472 

Mtomoon  % 

265400 

174466 

255474 

Apr 

1420-0415 

1440 

1.790 

4^9  31.418 

DnytHgh 

28720-287.70 

Htay 

1445  -40» 

1470 

1430 

2467  16JS8 

Day's  Uw 

29UO-2HJSO 

job 

1460-0008 

1.530 

1400 

l.«0O  16440 

ftntan  ckv 

asH-ann 

Jri 

1400 -041 T 

1415 

1415 

1J60  1S241 

Lena  Uta  Mran  9vM  Lm  riiig  tote*  W USB 

1425  -0012 

1435 

1415 

943  11491 

1 nxWh — 4.17  S rands  — 

» meats —A.15  12  (norths 341 

Jeon .4.14 

Stanr  Rx  p/lray  ot  US  as  mm 

Spot  347446  560500 

sever  leering  (terac 

1 rartn -74a  G me— -S.00 

2aem 440  i?imn -440 

3tmn  — -540 

BdUQUm  S pM  Cm*. 

Knpnind  290-204  177-179 

Rew  SOWtfen  68-72  41-43 


30161272,221 


■ UNLEADED  GASOLINE 

HYMBC  (42400  IgpfcjdUS  gafcj 


utrat  oral 

Open 

nilni  »ra  > 

fMXM  toiiiqf  iqB 

Imr 

Vel  fat 

■v 

3065 

-140 

3345 

3040 

0474  31,106 

Apr 

3545 

-127 

37.16 

3540 

4432  21431 

Mra 

372S 

-123 

3050 

37.10 

095518228 

Jn 

3640 

-1.18 

3050 

3018 

1420  13453 

Jri 

3940 

-1.13 

3940 

3940 

655  14432 

Tew 

3940 

-098 

4045 

3940 

163  3,193 
TW114272 

■ WHEAT  CUT  ROOBie  rtfa  CtnWSO)  tariW 

Mra  2502S  -025  25940  25140  12233  56224 

Mat  28075  -540  289.78  28240  6,109  28,706 

Jri  27025  -525  27940  27025  M53  41438 

Sap  28340  -525  20940  28240  651  3433 

0K  29540  -540  30040  29640  718  4441 

Mar  30526  -075  30940  30525  IBB  488 

raw  28(366  136,162 

■ MAIZE  IXT  (5400  Im  n*t  tacW5Ba  buPW 

Hv  21440  -140  21525  21160  34499130(633 
Mat  219.75  --140  22225  21940  11,467  60(622 

Jri  22S25  -125  22740  224.75  10*23  76*94 

Sip  231.75  -140  23440  23140  696  16*96 

Dec  23940  -125  24025  23925  4*37  44446 

lira  24725  -140  24940  24740  179  5440 

Total  82417  Ml, 188 

■ BARLEY  LHE  (100  tamo;  C per  tame)  


■ COCOA  CSCE  (10  tans;  Horan) 


MEAT  AND  LIVESTOCK 

■ UWCATTUPff  (40OOPEB;  cartW) 

Sett  Day's  Open 

Meechraip  Ngh  Low  W W 

M 65.17540425  65500  64400  0040  10262 

ter  67475  - 67.725  67.100  4,723  53400 

Ml  65425-0490  66400  65.400  1,467  28460 

teg  66425-0450  65400  64750  1424  11447 

Oct  50400-0175  66400  05475  006  7461 

Dec  07425-0425  67400  67.150  59  3460 

Tetri  11459  118452 

■ LEAN  HOBS  CME  (40400*6;  cnM| 


1280 

+24 

1290 

1283  0611 

5406 

Apr 

45425-1450  40150  45250  0174 

17449 

1301 

+30 

1315 

1276  7456  37226 

Jon 

55425-0875  56000  54450 

837 

a»n 

1328 

+30 

1336 

1305 

50310105 

Jri 

56400-0425  56400  B^50 

497 

any 

1356 

+27 

1361 

1335 

146 

1445 

Ate 

56475-0529  56400  56450 

117 

1506 

1393 

+25 

1393 

1380 

45 

6447 

Oct 

55.400-0450  55JD0  55250 

157 

4,098 

1431 

+25 

1440 

1422 

52 

6428 

Dec 

55400-0400  55400  55400 

63 

1407 

10(915  71J0B8 

ToW 

0741 

45JB69 

MV 

7035 

- 7550  75(30 

97  225 

(toy 

7740 

-055  77.00  77JJ0 

97  68 

sap 

7010 

- - - 

35 

Mil 

7745 

— — — 

- 255 

Jan 

7945 

- - - 

20 

TeW 

m 603 

■ SOYABEANS  GST  B400M  ntt  cena/BOta  tnrtel 

Mra 

487.75 

-440  49540  48740  10114  61272 

MW 

49075 

-425  49950  49025 

0SO  30755 

Jri 

49073 

-340  50000  49940 

4J46  35401 

Ate 

50000 

-3J5  50940  90240 

1,713  11,191 

Ste 

50150 

-025  50940  50100 

555  3477 

Me 

51140 

-075  51640  51050 

0196  22J69 

Sap  1356  +27  1361  1335  146  5445 

Dec  1393  +25  1393  1380  45  6447 

Mar  1431  +25  1440  1422  50  5428 

TeW  10(915  71J0BI 

■ COCOA  flCCO)  ffPR-rifaiin) ' 

FeC  15  Price  PteW 

Dear n/l  968411 

■ corauffEtstmassteM 

Mra  1738  -41  1781  1732  0,749  19493 

Hey  1050  -41  1694  15(2  2400  16466 

Jill  1633  -38  1676  1635  276  4453 

Sep  1661  - 1665  1648  203  2,199 

I ter  1610  -41  1662  1643  13  495 

Jen  1641  - 1655  1637  56  303 

Trial  6(0(1  46476 

■ COffBE  '17  CSCE  07.5001*  anfa/fcs} 


■ PORK  Bans  CUE  (40QOabt;  canMhe) 

Feb  54425-1475  55DOO  51700  230 

Her  55.100-1400  55400  54450  706 

HAT  56400-1250  57400  55400  135 

Jri  50750-1450  57400  50750  15 

Tetri  1466 


LONDON  TRADED  OPTIONS 

Shto  price  S terrae  — Cato—  — P 


Mra 

10046  -445  107.15  10073  5415  0442 

pmj  LME 

Mar 

Jon 

Mir 

Mra 

101AS  -0TO  10025  10120  4473  10298 

nan 

50 

15 

80 

Jri 

10345  -4J5  10840  10349  1485  4424 

1200 

_ 23 

38 

SI 

Sep 

Dec 

10545  -420  11140  10000  207  3J17 
107.15  -345  10946  10740  63  1.SB 

1250 

■ COPPER 
(Qatin  A)  UIE 

9 

73 

31 

Mra 

ToW 

10940  -240  it  140  10050  3 439 

10271  30128 

Mar 

Ju> 

Uar 

■ COFFEE  0CO)  (US  cents/bound) 

1350 

74 

21 

115 

M 15 

free,  day 

1450 

45 

— 25 

. 42 
71 

88 

02 

■ SOtASEWO0CTTC6O.OO«w:cerittfl8 

lira  2042  -023  2079  2041  0799  43,455 

rip  2048  -021  2141  2068  6417  34.112 

Jri  2091  -024  2143  2092  3460  22442 

Trig  2145  -043  2143  21.10  SOI  0099 

sap  21.16  -022  2145  21.15  929  5436 

Oct  2140  -017  2140  2145  216  3404 

Total  207651  31J38 

■ SOYABEIWIBU.  car  (too  tone;  Stem 

Mra  1284  -09  1301  1284  0222  40787 

Stay  1204  -07  12S4  1201  4.751  30051 

te  1304  -14  1314  13L2  1474  20403 

An b 1324  -14  1334  1314  559  9472 

Sip  1334  -14  1344  1334  953  0020 

Oct  134J  -04  1384  134.7  15D  3475 

taW  774n  730535 

■ POTATOES  UFFE  po  tomes;  E par  turn) 


Camp.  (Hr n/l 

IS  day  WWW nAt 

■ WHnESOBARUFFE  (50  tamo;  Sftonna! 


Mra 

-12 

2274 

2205  1453  23496 

Aug 

2108 

-1.4 

221.1 

2108 

297  10352 

Oct 

2094 

-14 

2111 

2100 

145  7,714 

Dec 

2112 

-24 

2124 

2104 

4 14W 

Mar 

2144 

-09 

2144 

2144 

11  1447 

May 

2174 

-1.1 

2174 

2109 

15  532 

Tam 

VB9  45426 

■ sugar  ir  cscE  niieootas  am/m 

Hr 

063 

-012 

085 

642  7466  47450 

Mar 

BAB 

-016 

079 

043  5482  50,330 

Jri 

641 

-017 

649 

041  1448  30160 

Oct 

072 

-0.13 

093 

071  1407  21,681 

Mra 

721 

-011 

748 

7.17 

556  14,103 

«ra 

7M 

-049 

740 

740 

22  2485 

■ cans  uffe 

1650 

1700 l 

1790  

■ COCOA  UFFE 
900 

925  

950 

■ BHBfTCRDDE  PE 

1000 

1050 

1100 


Mar  May  Mir  May 

88  87  1 57 

42  ST  4 89 

12  39  24  124 

MV  Mra  Mr  Her 

21  33  1 34 

8 22  13  46 

1 18  30  60 

Mra  ter  Mra  Apr 

45  78  40  50 

26  55  71  81 

14  39  109  IIS 


Mar 

2300 

_ 

_ 

_ 

_ 

■ can™  met  esomous:  rnmm 

Apr 

2724 

-7.0 

2844 

2700 

134 

0090 

Mm 

3074 

+012 

5720 

5037  4,451  21.132 

■ra 

3004 

- 

— 

— 

— 

te 

57.19 

-022 

5745 

5745  1968  24,167 
5747  1,180  10536 

JBn 

3104 

_ 

_ 

_ 

- 

- 

te 

5033 

+020 

5050 

Hoe 

900 

_ 

_ 

_ 

_ 

_ 

Oct 

<TO3B 

+013 

5940 

5073  17  1J50Z 

ToW 

134 

0190 

Dec 

5L88 

+013 

5090 

59-30  658  10313 

■ FRBGflr  OFFEXt  Lffff  RIDMtt  paW) 

Mra 

Triri 

00.78 

~ 

5075 

6065  78  1,726 

M2M  UUK7 

M 

far 

540 

903 

-5 

-2 

840 

920 

Bffl 

903 

5 

96 

1917 

165 

■ QUAKE  JOKE  NICE  (ISJQQtas;  mtattaC 

Apr 

B55 

- 

970 

950 

25 

1400 

Mra 

87A5 

+060 

9050 

372B0471  10383 

Jri 

840 

+4 

850 

645 

6 

602 

lira 

8540 

+005 

8940 

6500  0B56  9410 

Oct 

950 

+10 

950 

950 

5 

372 

Jri 

BIBO 

-045 

8925 

852S  910  4,(79 

TOW 

137 

0® 

Ste 

«B  J«p 

-040 

8940 

8740  706  1339 

One 

Pier 

Nor 

8&75 

-040 

6940 

88(00  12B  747 

Bfr 

821 

Sit 

Jen 

6000  -040 

6940 

6640  144  455 

PULP  AND  PAPER 

Total 

8412  30139 

LONDON  SPOT  MARKETS 

■ GROK  (M./UB  frar  tarra)  +cr- 

S9L64-9.74X  -0425 

Bran  Send  utand)  1083-1  CLOT  -0425 

Bra*  Stand  (Apt}  51045-013  -0425 

W.TJ.  S114Brt4a( 

■ 00  WBOUCTS  WWEpneM  dtfliwy  OF  Beml) 

tartan  eeerina  S114-116  -3 

OK  692-95  . .%} 

Heavy  Rid  06  SS4-58  -1 

m ttta  884-96  -1 

te  tad  6106-109  -3 

need  si  KM  in  -3 

■ RA7URALGAS  tPaccrittenri  

Badn  (Mai  944-948 

/WrineApe  nt  loom  fmj  sa  am 

■ (TIBER 


JOTTER  PAD 


The  ideal  benchmark  for  European 
index  funds. 


■ W0fgMiX(USS:24alrayloiri 

Sri!  Deft 

price  change  Ifgh  lam 

Mra  39640  +025 

Jni  41745  +1.00 

Driri 

RJ I LIRAS  BATA 

u Mm  an  stepM  tv  cus. 


Tm  tarn  tha  Tea  Brokers'  AaaocMton 
Mombaea  Thant  wu  stranger  and 
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- ACROSS 

1 Support  some  scouts,  and 
go  hiking  (8) 

5 Where  boss  wants  one  ulti- 
mate type  of  scenario?  (6) 

9,  10  Complex  arrangement 
for  buying  time  (8.6) 

12  Son's  brought  in  grub  - 
settle  for  the  night  (5)  . 

13  Use  handle  carelessly, 
given  total  freedom  (9) 

14,  21  Means  to  pursue  aim  - 
teaching  without  16?  (6,6) 

16  Caps?  For  pupils  they  were 
. part  of  basic  education  (7) 

19  Treasure  of  a woman  erne's 
brought  into  church  (7) 

21  See  14 

23  Type  of  doth,  one  that  isn't 

• feminine  (9) 

26  Meal  left  to  be  eaten  by  tea- 
time?  (5) 

26,  27  Means  to  abandon  mat- 
ter of' some  gravity  - rap- 
idly! (645) 

28  SmiTp  enigmatically  about 
upper-class  breakfast,  per- 
haps (6) 

29  Does  be  offer  nanny  great 
chfldrai  to  care  for?  (8) 


. DOWN 

1 Writer  seen- around  street 
cafe  (6) 

2,  U Orderly  group  of  kids 
found  part  of  film  gripping 
-.  that’s  Its  function  (9,4) 

8 Bird-seed?  The  very  thing! 
(5) 

4 Seek  opinion  by  meeting 
objections  over  last  month 
(7> 


6 Doctorr  possibly  someone 
religious,  accepting  Name 
(9) 

7,  24  Wife  needs  family 
friend,  one  offering  serious 
advice  (6£) 

8 You  shouldn’t  take  so 
much,  even  being  patient 
(8) 

11  See  2 

15  Copies  translation  friend 
had  of  a certain  23  (9) 

17  See  20  - 

18 1 suggested  great  comedian 
as  a treat  for  the  children 
(3-5) 

20, 17  Come  back  east  with  no 
jokers  about,  managing 
domestically?  (4,9) 

21  Mr  7 composed  hymn, 
always  in  verse  (7) 

22  Annoy  architect,  rejecting 
some -colour  to  drawings 
(6) 

24  See  7 

25  Father  has  to  admit  expres- 
sion of  displeasure  (5) 

Solution  9,915 
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LONDON  STOCK  EXCHANGE 


Barclays  and  Lloyds  bankroll  surge  toward  highs 


FTSEAS-Sbaraindax 


Equfly  shares  traded 
TwMtyHhmeOnaon) 
ios.T  hob 




By  Stew  Thompson, 

UK  Stock  Market  Editor 

Another  power-packed 
performance  by  the  banks, 
plus  a sprinkling  of  excep- 
tional gains  among  the  con- 
sumer areas  of  the  market, 
propelled  the  London  equity 
market  to  within  striking 
distance  of  record  levels  yes- 
terday. 

The  FTSE  100  index 
surged  forward  from  the  out- 
set of  trading,  its  fourth  win- 
ning session,  closing  a net 

55.4  higher  at  6,108.6,  only 

70.4  away  from  its  closing- 


high  of  July  20  last  year.  Its 
intra-day  high  was  6095.6  on 
January  8 this  year. 

At  its  best  yesterday, 
shortly  after  Wall  Street 
opened  for  business,  the 
FTSE  100  was  up  110,  and 
threatening  a run  at  its  best 
But  it  could  not  maintain 
the  momentum,  dribbling  off 
its  high,  as  the  Dow  Jones 
Industrial  Average  slipped 
back  from  an  early  three-fig- 
ure rise. 

Not  long  after  London 
closed  its  trading  books  for 
the  day,  the  Dow  was  show- 
ing a 60  point  gain. 

During  its  four-day  ran, 
(he  index  has  climbed  338.4, 


or  5.9  per  cent  Prior  to  those 
gains,  the  market  had 
dropped  for  six  consecutive 
atusnnns  gliding  24&8  or  4 
per  cent 

The  latest  upsurge  in 
prices  of  the  leading  100 
companies  was  even  more 
impressive,  coming  in  the 
wake  of  a slightly  disap- 
pointing set  of  inflation  fig- 
ures for  January,  which 
were  interpreted  by  some  as 
reducing  the  chances  of 
another  reduction  In  UK 
interest  rates  next  month. 

- But  that  news  was  bal- 
anced by  a better-than- 
expected  public  sector  net 
cash  surplus  of  £l24$bn. 


which  compared  with  a con- 
sensus forecast  of  notm. 

The  exceptional  gains  in 
the  leaders  did  not  spill  over 
into  the  rest  of  the  market, 
however.  The  FTSE  250 
delivered  a much  more  mod- 
est 23.7  gain  at  5J0QD.  while 
the  FTSE  SmallCap  made 
rather  laboured  progress  all 
day,  eventually  finishing  7.5 
firmer  at  2L248.1. 

Marketmakers  were  sur- 
prised by  the  pace  of  the 
market's  advance.  “I  thought 
we  would  be  much  more  cau- 
tious as  - the  preliminary 
reporting  season  unfolds  and 

in  front  of  some  important 
US  corporate  reports."  said 


one.  "But  it  looks  as  if  the 
Lloyds  and  Barclays  news 
has  reassured  the  worriers 
and  we’re  back  on  track.  It 
won’t  take  much  to  get  the 
FTSE  100  through  to  new 
records,"  he  continued. 

Although  posting  a 6 per 
cent  rise,  Barclays  was 
eclipsed  by  NatWest,  which 
vied  for  pole  position  on  the 
Footsie  leader  board  ahead 
of  results  due  next  Tuesday. 

Some  of  the  market’s  optt- 
mists  now  expect  the  FTSE 
100  to  ran  on  towards  the 
6£00  level  in  the  short  to 
medium  term,  bursting 
through  its  best  levels. 

“Much  of  the  market's 


iinw»iA  before  this  latest 
good  run,  was  caused  by 
concerns  that  the  early 
results  from  the  market’s 
giants  - the  banks.  British 
Telecom  M others  — might 
disappoint-  But  the  talk  now 
is  that  well  soon  be  looking 
at  the  first  of  the  bigcross- 
border  banking  mergers,"  he 
said. 

Turnover,  as  expected, 
picked  up  strongly  after 
Monday’s  relatively  poor 
level,  which  was  attributed 
to  the  absem*  of  US-sourced 
business  because  of  the  Pres- 
idents’ day  holiday.  At  the 
6pm  cut-off,  turnover  was 
1.08hn  shares. 
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Digital 
fight  hits 
Carlton 


By  Pater  John,  Joel  tQbazo 
and  Simon  Bemhott 


profit-taking  and  ended  6 
higher  at  £13.71. 

The  ability  of  high  street 


have  been  grossly  over- 
stated,” said  Richard  Cole- 
man of  Merrill  Lynch.  It 


banks  to  rouse  the  market  was  a dean  set  of  figures/ 
was  reaffirmed  by  Barclays.  Already  towards  the  top  of 
Exposure  to  the  black  the  range  of  forecasts,  Mr 
holes  of  last  year  - Long  Coleman  went  from  £2^70m 


Term  Capital  Management, 
Russia  and  Asia  - was  for- 
gotten as  Barclays  came  up 
with  figures  and  a dividend 
at  the  top  of  the  range  of 
forecasts. 

And  the  rabbits  out  of  the 
hat  woe  a public  commit- 
ment to  rein  in  costs  plus  a 
£500m  share  buy-back. 

“People  had  got  into  a 
mind-set  of  downgrades,  but 
once  again  rumours  about 


ore  unit  had  reached  a The  group  said  it  was  set- 
which  reports  next  week,  lower-than-expected  iron  ore  ting  up  a qualifying 
gained  97  to  £13.79.  price  settlement  with  Japa-  employee  share  ownership 

Mining  group  Rio  Tinto  nese  steel  nulls. . trust  (Quest)  to  facilitate  the 

fell  33 ’A  to  79lp  following  Bio  has  agreed  price  cuts  holding  and  distribution  of 
the  death  of  UK  banking  news  that  its  fiaxnersley  iron  of  between  10.2  to  11  per  shares  for  its  employee  share 

cent.  Analysts  had  been  options  scheme.  Boots  said  it 
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Carlton  Communications  fell 
20  to  588p.  Michael  Savage  at 
Collins  Stewart  has  slapped 
a “sell”  sign  on  the  stock 
and  says  the  company's  des- 
tiny is  in  the  hands  of  the 
digital  television  market, 
which  is  still  digesting  the 
market-beating  subscriber 
numbers  announced  by 
BSkyB  last  week. 

“The  battle  for  control  of 
digital  television  is  just  one 
huge  game  of  poker,”  said 
Mr  Savage.  “It  will  get 
increasingly  ugly,  the  con- 
sumer will  benefit  and,  in 
the  short  term,  shareholders 
in  both  groups  will  suffer." 

There  was  also  some  con- 
fusion after  a news  wire 
story  said  Michael  Green, 

Carlton  chairman,  was 
standing  down  as  a non- 
executive director.  The  story 
explained  that  Mr  Green  was 
leaving  the  board  of  Reuters 
Group,  but  some  dealers 
apparently  linked  the  depar- 
ture to  Carlton. 

Collins  Stewart  prefers 
Reuters,  which  it  rates  a 
“strong  buy”  and  which 
jumped  22 '/i  to  870p,  and 
Pearson,  a “buy”  which  built 
on  Monday's  68p  gain  with 
an  early  gain  of  30.  The  fab  w TOaUl»Bdci»Elite]re«*i  Mad  an  thafandcn  Stare  Sent*, 
shares  then  ran  into  late 


to  £2 ,440m  for  this  year. 
Elsewhere,  Credit  Lyonnais 
raised  its  price  target  on  the 
stock  by  10  per  cent  to 
£17.50.  Warburg  Dfilon  Read 
reiterated  a “strong  buy" 
with  a target  of  £18.00. 

Barclays  rose  102  to  £2&S2 
and  National  Westminster, 


£249m,  down  from  £3Q3m  last 
year,  a 13  per  cent 
decline  in  earnings  per 
share. 

“We  do  not  expect  any 
relief  in  the  fourth  quarter 
from  the  dismal  trading 
newsflow  that  led  to  the 
departure  of  Andrew  Tear  ^ 
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[former  chief  executive] 
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note  to  fjjpnte- 
Bruce  Jones  at  Merrill 
Lynch,  expects  the  group  to 
report  profits  around  the 
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volume.  the  shares  gaining  47  to 

Rio  has  rallied  strongly  in  701p,  while  the  firm  market 
the  last  10  days,  jumping  trend  saw  Arcadia  Group 
.from  around  750p  to  a high  harden  6 to  178Kp- 
of  841p  cm  Monday  following 
broker  upgrades  amid  small 

signs  of  a pick-up  in  metal  *°wer  lOSeS  mUSCfe 
prices.  Deutsche  Bank  National  Power  lost  some 
believes  the  stock  has  for-  of  its  muscle  after  a presen- 
ther  to  run  and  has  tation  by  the  company  to 
upgraded  its  its  recommen-  institutions  at  Dresdner 
dation  from  "underperform"  Kleinwort  Benson.  Analysts 
to  “outperform"  with  a 12-  said  National  Power’s 
month  price  target  of  £1040.  finance  director  was  damp- 
Negative  press  sentiment  ing  expectations  of  a demer- 
overshadowed  food  distribu-  ger  of  its  international 
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dropped  6V4  to  530p. 

Leisure  company  Rxnk 
new  employee  share  options  Group,  which  reports  fun-  - rises  on  Monday  included  " 
scheme  and  and  recommen-  year  figures  tomorrow,  was  Internet  company  On-Line, 

datums  from  brokers  helped  out  of  favour,  and  the  shares  down  28  to  165p,  and  shop-  p 

retailer  Boots  claw  back  declined  1%  to  204p  as  the  fitter  Havelock  Euro  pa,  49 
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lands  has  a current-year 
forecast  of  only  £245 -5m.  hi 
1994.  the  year  after  the 

nhpmlrata  mmpany  hived  off 

Zeneca,  it  made  profits  of 
£514m.  The  stock  price 
nudged  ahead  to  544%p. 

Packaging  company  Low 
and  Bonar  fdl  15  to  I65p  on 
a volume  of  2^m  after 
announcing  profits  for  1998 
had  foiton  and  1999  would  be 
a “difficult  year”.  Brokers 
said  the  stock  was  at  a dis- 
count to  file  rest  of  the  sec- 
tor and  was  undervalued.  - 
Companies  falling  after 


LONDON  RECENT  ISSUES:  EQUITIES 


Mm  Ant  Ha. 
TM  pH  « 


Mtfi  l am  Skcfc 


Qmb 

pan 

P 


m nr.  a*  re 

*j-  a w.  in  a 


. 

ft. 

116 

. 1D0 

95  WVCT 

180 

_ 

F7. 

_ 

9» 

nata^HOMi 

B8 

- 

- 

- 

* 

•- 

F7, 

_ 

lost 

101b  4cm  bam  FD 

un» 

- 

- 

- 

FJ>. 

360 

73 

118»  IKltewta; 

13 

JM265 

- HX5 

- . 

1 

FJ. 

342 

KB 

58  Dote 

58 

- 

- 

- 

F7. 

154 

100 

88  Cta  BRiDMVCT 

TOO 

- • 

- - 

- 

• 

FP, 

382 

7H 

7 tawnopediH 

7M 

- 

- - - 

- 

FJF. 

488 

1005 

9M4ptaBdmad 

3 

- 

- 

- 

9 

F7, 

47.1 

110 

TOW  Data  Ob' m 

106 

-It 

' . - 

n*r  B mt  unm  Sn 

Stekfcf 

nataL >}l 

J'.'i 


RIGHTS  OFFERS 


knut  fatal 
paid  Renin, 

up  (tee 


1998m 

Hgb  ism 


price  p *«- 


shares  improved  32%  to  remained  in  doubt 
926Vip  after  trade  of  3Jhn. 


Freeport  Leisure,  the  prop- 


7X2 

TOO 


vpm 

2Spn  . 2lHnn  fagOdellmp 


22Mpn 


i 


Lehman  Brothers,  which  erty  developer,  rose  27  to 
has  an  “underperfaim”  rat-  428%p.  Analysts  said  the 
ing  on  the  stock,  yesterday  company  was  on  a big 
published  a negative  note  in  premium  to  net  asset  value 
which  analyst  Fraser  and  was  a potential  bid 
Ramzan  said  there  was  a target  for  companies  looking 
“queetkHi  mark  over  the  div-  to  acquire  factory  outlet 
idend  which  is  covered  just  retail  sites. 

1.3  times  on  our  earnings  Publisher  Quarto  rose  6 to 
estimates”.  63%p  after  announcing  ehd- 

The  broker  expects  the  of-year  results  and  an  expec- 
group  to  report  profits  of  ted  return  to  profit  in  1999. 
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Rate  concerns  depress  mood  in  euro-zone 


WHLDOj H 

Interest  rate  concerns 
preoccupied  world  markets 
yesterday,  boosting  Tokyo 
but  depressing  Europe, 
writes  Michael  PeeL 

Even  a strong  start  on 
Wall  Street,  returning  after  a 
holiday  on  Monday,  failed  to 
improve  the  negative  mood 
in  the  euro-zone. 

But  Japanese  investors 
responded  positively  to  news 
that  the  finance  ministry 
would  resume  its  purchases 


of  government  debt.  The 
decision  precipitated  a fall  in 
long-term  interest  rates, 
which  have  risen  in  recent 
weeks. 

Tokyo  was  one  of  a hand- 
ful of  Asian  market  to 
remain  open  for  the  start  of 
Chinese  New  Year  celebra- 
tions yesterday.  Kuala  Lum- 
pur, Hong  Kong,  Seoul.  Sing- 
apore and  Taipei  were  shut 

Europe  was  dominated  by 
worries  that  interest  rates 
had  bottomed  out  Investors 
reacted  glumly  to  the  euro's 


fall  to  a record  low  against 
the  dollar,  reasoning  that 
the  currency’s  weakness 
made  it  unlikely  that  the 
European  Central  Bank 
would  decide  to  cut  rates  at 
a meeting  tomorrow. 

Frankfurt  epitomised  the 
downbeat  mood,  finishing 
marginally  ahead  after 
creeping  1.3  per  cent  higher 
at  one  stage.  Although  Lon- 
don closed  up  1.4  per  cent, 
Paris  ended  lower. 

With  European  markets 
generally  subdued  of  late. 


investors’  minds  have  been 
concentrated  on  choosing 
the  right  sectors  to  back. 

Some  strategists  are  cau- 
tious. warning  that  several 
of  their  peers  have  been  too 
enthusiastic  in  recommend- 
ing investors  switch  to 
stocks  in  cyclical  industries. 

Goldman  Sachs  remains 
underweight  in  the  oil, 
paper,  metals,  chemicals  and 
engineering  sectors.  It  is 
overweight  in  telecoms  and 
consumer  stocks. 

Those  who  are  pessimistic 


about  cyclicals  think 
over-ambitious  earnings 
forecasts  across  the  board 
have  helped  push  European 
bourses  to  unsustainable 
heights.  In  the  event  of  a 
sharp  dip  io  market, 
investors  will  seek  solace  In 
large-capitalisation  stocks 
with  dependable  income. 

The  more  cautious  strate- 
gists argue  that  the  value  of 
defensive  stocks  relative  to 
cyclicals  will  increase  if,  as 
expected,  inflation  and  bond 
yields  continue  to  fall. 


"We  think  it’s  a bit  too 
early  to  start  being  too  opti- 
mistic." says  Alex  Ions, 
European  equity  strategist 
at  Dresdner  Klein  wort  Ben- 
son. “Our  view  is  that  the 
cheap  stocks  are  going  to 
look  cheaper  as  they  con- 
tinue to  underperform.” 

BT  Alex  Brown  also 
reflects  this  cautious  view, 
warning  that  markets  in 
France,  Finland,  Spain  and 
the  Netherlands  are  most 
likely  to  experience  a steep 
fall 


EMERGING  MARKET  FOCUS  
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Telecom  gives 
Tallinn  balance 


Retailers  join 
Dow 

after  sell-off 


v 

rally 


Dax  on  hold  for  ECB  meeting 


EUROPE 


AMERICAS 


Blue-chip,  retailing,  and 
technology  stocks  all  rallied 
in  early  trading  on  Wall 
Street,  writes  John  Labate  in 
New  York. 

“We're  seeing  some  real 
bargain-hunting  and  reflex 
buying,"  said  Arthur  Hogan, 
chief  market  analyst  at  Jef- 
feries & Co.  in  Boston.  “I 
think  we  had  an  overdone 
sell-off  last  week." 

By  early  afternoon,  the 
Dow  Jones  Industrial  Aver- 
age was  64.63  higher  at 
9,339.52,  easing  from  a morn- 
ing rally  that  sent  the 
blue-chip  index  100  points 
higher.  The  Standard  & 
Poor’s  500  index  rose  17.18  or 
1.4  per  emit  to  1,247.31. 

Truck  maker  Navistar 
International  roared  $5%  or 
more  than  US  per  cent  higher 
to  $40%  on  speculation  the 
company  was  in  talks  with 
Volvo  of  Sweden. 

In  the  Dow.  shares  of  Wal- 
Mart  climbed  $3'/<  to  $87£ 
after  the  company  released 
better  earnings  than  expec- 
ted. Financial  shares  also 
gained  ground;  Citigroup 
was  up  $1%  to  $53%. 

But  cyclical  shares  in  the 
Dow  weakened,  with  Union 
Carbide  off  5 per  cent  to 
$39ft  and  Alcoa  down  $3£  to 
$81%. 

The  Nasdaq  composite 
index  gained  L16  per  cent  or 
26.91  to  2^80.  Dell  Com- 
puter climbed  $2%  to  $92%  in 
anticipation  of  results  due 
later  in  the  day.  But  Hew- 
lett-Packard fell  $2ft  to  $74 
ahead  of  its  results. 

Bonds  recovered  after  a 
volatile  week.  The  30-year 
Treasury  bond  was  & higher 


by  midday  at  96£,  sending 
the  yield  lower  to  5.366  per 
cent. 

Retailing  stocks  were 
strong  at  the  start  of  that 
sector's  reporting  season. 
Sharper  Image  climbed  $1% 
or  more  than  12  per  cent  to 
$15iS  after  the  company 
reported  quarterly  results 
and  launched  a new  internet 
programme.  Kmart  rose  $% 
to  $17%. 

Airline  stocks  were  mostly 
higher.  Delta  Air  Lines 
gained  $%  to  $53ft  after 
announcing  a $700m  take- 
over of  Atlanta  Airlines. 
AMR  climbed  $%  to  $55 iJ 
after  most  of  its  pilots 
returned  to  work  after  a 
week-long  dispute. 

TORONTO  pared  initial 
gains  and  was  little  changed 
at  noon  alter  a number  of 
big  sell  orders  in  golds.  The 
300  composite  index  was  0.02 
better  at  6^447.60  after  reach- 
ing a mid-morning  peak  of 
6.472.85. 

Golds  tumbled  as  a strong 
dollar  and  weak  bullion 
acted  as  powerful  negative 
forces.  Barrick  shed  C$120 
at  C$28.45  and  Placer  Dome 
came  off  C$1.10  at  C$1720. 
Franco-Nevada  shed  96  cents 
at  C$2320. 

In  contrast,  banks  pushed 
determinedly  higher  with 
Royal  Bank  of  Canada 
adding  C$1.05  at  C$77.05  and 
Toronto-Domlnion  Bank 
gaining  C$1.95  to  C$6325  in 
above  average  volumes. 

Industrial  stocks  showed  a 
broadly  mixed  trend.  Among 
gainers,  Northern  Telecom 
added  40  cents  at  C$87.85, 
while  Seagram  gained  C$125 
at  C$75.  Alcan  Aluminium 
retreated  75  cents  to  C$3520. 


Low  inflation  forecast 
drives  Mexico  City  up 


German  equities  edged 
higher  but  the  mood  In 
FRANKFURT  was  subdued 
ahead  of  tomorrow’s  meeting 
of  the  European  Central 
Bank.  The  Xetra  Dax  index 
ended  up  6.16  at  4,885.11 
after  another  slow  session. 

Although  the  dollar  con- 
tinued to  track  record  highs 
against  the  euro,  the  market 
remained  hesitant  as  the 
euro’s  plight  and  renewed 
talk  of  European  interest 
rates  bottoming  out  kept 
investors  on  the  sidelines. 

BMW  stayed  firm,  rising 
€120  to  €7472  for  a three- 
day  gain  of  6 per  cent  amid 
continued  speculation  that 
rival  motor  groups  were 
keen  to  link  up  with  the 
leading  German  marque. 

Utilities  RWE  and  Veba 
were  firm  features  on  a 
report  - subsequently 
denied  - that  Orange  of  the 
UK  was  keen,  to  buy  into  the 

The  FTSE  Eurotop  300  index 
rose  827  or  0.7  per  cent  to 
1,209.41.  See  Euro  Prion  page. 

two  groups’  telecommunica- 
tions joint  venture  in  which 
Vodafone,  the  UK  cellular 
leader,  has  a 172  per  cent 
stake.  RWE  added  52  cents 
at  €3827  and  Veba  81  cents 
at  €5L46. 

Linde  was  among  the 
weaker  performers,  slipping 
€182  to  €4812. 

PARIS  ended  little 
changed  with  the  CAC-40 
down  1227  to  4,06222,  but  a 
stream  of  company  news 
helped  deliver  selective  per- 
formances. 

Eurotunnel  gained  20 
cents  or  a steep  17.7  per  cent 
to  €1.33  in  812m  shares 
traded  on  reports  that 
French  financier  Vincent 
Bollore  was  buying  shares. 
Mr  Bollor&  denied  the  claim 
and  Ferri-BBL,  one  of  the 
brokers  buying  the  stocks 
declined  to  comment 

Technip,  the  engineering 
company,  moved  €10.20  or 
13-6  per  cent  ahead  to  €8520 
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MEXICO  CITY  was  trading 
12  per  cent  higher  at  mid- 
session, with  the  IPC  index 
up  51.08  to  4,154.68,  following 
the  upward  trend  of  Wall 
Street  and  a rise  in  the  peso. 

Mexican  central  bank  gov- 
ernor, Guillermo  Ortiz,  said 
Inflation  in  February  would 
stand  between  1.45  and  12 
per  cent,  below  market 
expectation  of  12  per  cent. 

Cement  giant  Cemex  was 
0.65  pesos  up  at  30  pesos 


rise  over  three  years. 

CCF,  the  bank  9een  as  a 
takeover  target,  climbed  for 
the  third  day  running  on 
continued  speculation  that 
Dutch  bank  ING  was  consid- 
ering buying  it  out.  The 
shares  gained  €4  to  €7925. 

Among  the  losers,  Rhdne- 
Poulenc  retreated  €1.20  to 
€4120  on  unconfirmed 
reports  that  the  Kuwaiti  gov- 
ernment, one  of  the  main 
shareholders  in  Germany’s 
Hoechst,  disapproved  of  its 
plans  to  merge  with  the 
French  chemical  company. 

Thomson-CSF  was  also 
weak,  shedding  €1.32  to 
€30.58  on  news  that  state- 
owned  Aerospatiale,  which 
is  to  merge  with  Lagard&re's 
Maira  unit,  would  cede  its  4 
per  cent  stake  in  Thomson 
to  the  state. 

AMSTERDAM  ended  0.47 
lower  at  52224  on  the  AEX, 
with  a 2.7  per  cent  setback  at 
Royal  Dutch,  off  90  cents  at 
€3820,  accounting  for  much 
of  the  fell. 

Ahold  shed  €1  at  €33.55 
following  a downgrade  from 
outperform  to  neutral  for  the 
retailer  at  Deutsche  Bank. 
Steel  leader  Hoogovens  came 
off  80  cents  at  €2825. 

Baan  jumped  50  cents  or 
6.1  per  cent  to  €8.65  follow- 
ing news  of  the  group’s  soft- 
ware deal  with  Delta  Air- 
lines of  the  US. 

Hagemyer  gained  €120  at 
€32.10  ahead  of  tomorrow’s 
results  statement.  Media 
group  Elsevier  jumped  70 
cents  or  5.3  per  cent  to  €14 
after  a broker  upgrade. 


ZURICH  added  26.7  at 
72152  on  the  SMI  index.  CS 
Group  pushed  higher  on 
news  of  a $650m  expansion 
by  acquisition  of  its  US 
operations.  It  ended  SFr3.75 
better  at  SFr228.75  after  a 
session  high  of  SFr230. 

Drugs  leaders  were  rnimi. 
Novartis  continued  to  meet 
with  foreign  selling,  slipping 
SFrll  to  SFr2,531  while 
Roche  gained  SFr355  at 
SFT18210-  Watchmaker  Tag 
Heuer  ran  up  against  a 
downgrade  from  Paribas  Pri- 
vate Uanlring,  losing  SFrl.75 
at  SFT11720. 

STOCKHOLM  ended  02 
per  cent  better,  with  the  gen- 
eral index  up  2822  to 
3203.49. 

Electrolux,  the  household 
appliance  maker,  climbed 
SKrL2  or  82  per  cent  higher 
to  SKrl52  on  1998  results 
above  expectations  and  rosy 
1999  prospects.  The  group 


said  it  would  seek  a euro 
listing,  making  it  one  of  the 
first  Swedish  issues  listed  in 
the  currency. 

Astra  put  on  SKr520  to 
SKrl61  after  posting  healthy 
1998  results  and  saying  it 
expected  its  planned  merger 
with  Zeneca  of  the  UK  to 
win  approval  from  European 
ar>d  US  competition  authori- 
ties by  April 

Drug  maker  Oxigene 
plunged  SKr720  to  SKr63.50 
after  it  said  it  was  discontin- 
uing clinical  trials  of  its  anti- 

cancer  drug  Neu-Sensamide. 

HKT.S1NKT  took  heart  from 
strength  in  the  telecom  sec- 
tor and  a positive  first  half- 
session on  Wall  Street,  with 
the  Hex  index  ending  5620 
ahead  at  526723. 

Nokia,  which  said  it  was 
taking  over  US  internet  com- 
pany Diamond  Lane  Commu- 
nications in  a $125 m deal, 
rose  €1  to  €12020. 

Rival  telecoms  company 
Sonera  added  59  cents  or  82 
per  cent  to  €1529 

Sporting  goods  group 
Amer  advanced  60  cents  or 
82  per  cent  to  €1120  on  for- 
eign demand  after  reporting 
good  1998  results  last  week. 

ISTANBUL  surged  after 
the  latest  bond  auction 
showed  a decline  in 
long-term  yields.  The  IMKB- 
National  100  index  was  up 
26026  or  8.4  per  cent  at 
325528. 


Written  and  edited  by  Jeffrey 
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The  flotation  last  week  of  a 
23.7  per  cent  stake  in  Eston- 
ia's telecommunications 
monthly,  Estonian  Tele- 
com, nearly  trebled  the 
market  capitalisation  of  the 
Tallinn  stock  exchange  and 
put  an  end  to  the  dominance 
of  bank  shares. 

The  iwiriwi  public  offering, 
the  largest  ever  by  a Baltic 
company,  valued  Estonian 
Telecom  at  EKrll.67bn 
($838m)  and  raised 
EKrS.OSbn  for  the  govern- 
ment. The  shares,  initially 
priced  at  EKr85.  closed  at 
EKrll9  yesterday. 

The  flotation  has  boosted 
the  capitalisation  of  the  Tal- 
linn exchange  from 
EKr622bn  at  the  end  of  1998 
to  EKrl8.19bn.  and  the 
bourse  is  now  the  biggest  in 
the  Baltics. 

The  U'tfiTig  brings  the  Tal- 
linn bourse  capitalisation  to 
a level  not  seen  since  the 
market  boom  of  mid- 1997. 
Then,  banking  shares 
accounted  for  more  than  80 
per  cent  of  the  capitalisa- 
tion. Now.  Estonian  Telecom 
makes  up  about  50  per  cent 
of  the  total,  and  bank  shares 
35  per  cent 

One  of  the  goals  set  by  the 
Fronton  government  for  the 
sale  of  Estonian  Telecom 
was  a well-spread  investor 
base.  About  50  per  cent  of 
the  domestic  demand  from 
institutional  and  retail 
investors  in  Estonia  for  the 
flotation  was  satisfied,  with 
the  average  size  of  domotic 
offers  for  retail  investors  at 
EKI99.000. 

The  offering  may  prove  a 
palliative  for  the  belea- 
guered bourse,  which  is  stiff 
suffering  the  effects  of  the 
Russian  crisis. 

But  trading  results  from 
the  first  few  days  suggest 
Estonian  investors  are  likely 
to  take  the  cue  from  the  per- 
formance of  Estonian  Tele- 
com global  depositary 
receipts,  which  are  listed  in 
London. 

"The  price  win  be  driven 
by  London,  where  the  major- 
ity of  the  shares  were  sold," 
said  Sten  Sumberg.  head  of 


ritw 


1.4 


sales  ami  trading  at  Talinv- 
est  Supreme  Securities  in 
Tallinn.  Of  the  3&n  shares 
on  sale.  30.9m  were  offered 
internationally  In  the  form 
of  GDRs. 

Due  to  the  strength  of 
demand  and  the  quality  of 
investors  - international 
Institutional  investors  piled 
into  the  issue,  which  was  15 
times  over-subscribed  - ana- 
lysts have  upped  their  price 
projections  for  the  company. 

“Initially  we  valued  the 
stock  at  dose  to  EKrflO.  but 
as  domestic  Interest  rates 
have  gone  down  considera- 
bly, we  are  now  valuing  the 
share  closer  to  EKrlflO."  said 
Mr  Somberg. 

Medium-term  prospects  for 
Estonian  Telecom  are  mixed. 
Its  monopoly  on  fixed-line 
services  ends  in  January 
2001.  and  the  company  is 
likely  to  face  strong  competi- 
tion. However.  Estonian 
Telecom  is  well  positioned  to 
cash  in  on  the  growth  of  the 
lucrative  mobile-telephone 
market.  The  company  can 
also  expect  strong  growth  in 
data  and  internet  services. 
Mr  Sumberg  said. 

The  Estonian  government, 
which  will  retain  a golden 
share  of  2728  per  cent  in  thie 
company  for  at  least  another 
five  years,  is  unlikely  to  sad- 
dle Estonian  Telecom  with 
burdensome  regulations  that 
could  hamper  its  competi- 
tiveness, Mr  Sumberg  added. 
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✓"I "a.  _ir.  after  posting  better  1998 
V^/l  L V UP  results  than  expected  and 
J r forecasting  a 50  per  cent  eps 
after  the  company  reported 
healthy  earnings. 

Sasol  bounces  6.5  per  cent 

to  nse,  gaming  1.1  per  cent  A 

as  investors  took  their  cue 


from  markets  in  the  region 
not  closed  for  carnivaL 

The  Merval  index  was 
trading  4.15  higher  to  394.15. 

SANTIAGO  gained  02  per 
cent,  with  the  IPSA  index  up 
027  to  11120  as  most  inves- 
tors kept  to  the  sidelines  for 
the  duration  of  carnival. 


Johannesburg  remained  soft, 
as  shares  moved  lower 
across  the  board  ahead  of 
today's  budget  The  all  share 
index  ended  off  4.7  at  52962. 

Financials  came  off  572  at 
9,029.7  and  Industrials  lost 


52  at  6,6992  despite  another 
strong  session  for  Sasol, 
which  bounced  140  cents  or 
62  per  cent  to  R23  on  the 
better  showing  for  interna- 
tional oil  prices. 

Golds  reversed  Monday's, 
gains.  The  sector  declined 
1.4  per  cent  to  892. 


Bond  bureau  bolsters  Tokyo 


ASIA  PACIFIC 


Stocks  in  TOKYO  climbed 
yesterday  as  the  ministry  of 
finance  reversed  its  decision 
to  halt  bond  purchases, 
prompting  a slide  in  bond 
yields  and  weakening  the 
yen,  writes  Alexandra 
Nusbaum. 

The  Nikkei  225  Average 
rose  127  per  cent  or  1772  to 
dose  at  14232  after  trading 
between  14,095  and  14,358. 
The  capitalisation-weighted 
Nikkei  300  rose  1.46  to  21925. 

The  Topix  Index  of  all 
first-section  shares  was  up 
6.66  at  1,101.68.  Volume  rose 
to  3992m  shares.  Momentum 
was  up  with  748  issues 
advancing,  369  declining  and 
167  unchanged. 

The  yen  rase  to  Y116.8 
against  the  dollar,  and  the 
yield  on  the  18-year  govern- 
ment bond  fell  152  basis 
points  to  1285  after  the  min- 
istry of  finance  said  its  Trust 
Fund  Bureau  would  resume 
buying  government  bonds. 

Finance  Minister  Kiichi 
Mlyazawa  also  said  the  min- 
istry would  cut  the  March 
issue  of  10-year  government 
bonds  by  Y400bn  to  Yl.400bn 
while  increasing  issues  of 
shorter-term  bonds. 

AH  sectors  were  up  except 
electronics  and  communica- 
tions, which  fell  slightly.  For 
a fourth  day,  foreign  institu- 
tional investors  pushed  up 
the  marine  transport  sector 
in  advance  of  freight  rate 


Japan  . 

NMul  225  towage  r»fr 
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hikes  planned  for  May  1, 
according  to  Laurent  del 
Grande,  analyst  at  Dresdner 
Klein  wort  Benson.  Kawasaki 
Kisen  rose  112  per  cent  or 
Y20  to  Y177.  Mitsui  OSK  rose 
Yll  or  52  per  cent  to  Y199. 

Stocks  of  tyre  companies, 
which  are  major  exporters, 
rose  on  the  back  of  the 
weaker  yen,  with  the  rubber 
sector  up  2.36  per  cent. 
Bridgestone  rose  3 per  cent 
or  Y75  to  Y2.465.  Ohtsu  Tire 
was  up  425  per  cent  or  Y1Q 
to  Y230. 

The  weaker  yen  foiled  to 
damp  the  oil  sector  which 
rose  2.1  per  cent.  Mitsubishi 
Oil  climbed  22  per  cent  or 
Y6  to  Y213,  and  Nippon  Oil 
added  Yl2  to  Y417. 

In  Osaka,  the  OSE  climbed 
145  to  14260. 

SYDNEY  continued  to 
swing  lower  as  investors 


continued  profit-taking.  The 
All  Ordinaries  shed  18.4  at 
2,859.4  in  low  turnover  of 
AS990. 

BHP  fell  15  cents  to 
A$ll.80  and  Rio  Tinto  60 
cents  to  AS20.16.  Normandy, 
which  put  out  1998  earnings, 
ended  3 cents  off  at  AJ1.39. 

Telecommunications  giant 
Telstra  lost  19  cents  at 
A$820,  but  OneTel  jumped 
93  cents  to  AS  12.63  on  news 
that  News  Corp  and  Publish- 
ing and  Broadcasting  were 
to  take  stakes  in  the  group. 

WELLINGTON  edged  high 
with  the  40  capital  index 
hardening  422  at  2.1512.  NZ 
Telecom  ended  all-square 
after  a volatile  session, 
driven  by  third-quarter 
results  and  news  of  senior 
management  changes.  The 
stock  touched  NZ$9.07  at  one 
stage  before  closing 
unchanged  at  NZ$9.  Air  New 
Zealand  A shares  added  10 
cents  at  NZ$2.75. 

BANGKOK  closed  1.6  per 
cent  higher  as  local  retail 
investors  and  European  buy- 
ers focused  their  attention 
on  the  banking  sector,  up  22 
per  cent.  The  SET  index 
gained  5.40  to  35026. 

Traders  said  the  return  of 
foreign  players,  who  were 
net  buyers  for  the  last  two 
days,  underlined  the 
improvement  in  sentiment 
after  a law  setting  up  a 
bankruptcy  court  was 
enacted  on  Friday. 

Another  11  measures 


aimed  at  reviving  the  Thai 
economy  will  foDow. 

Krung  Thai  Bank,  the 
most  active  stock,  gained 
Bt0.50  to  Btl6,  while  Rank  of 
Ayudhya  rose  Bt0.50  to 
Btii20  and  Siam  Commer- 
cial Bank  Btl20  to  Btl625. 

MANILA  ended  marginally 
higher  in  slim  volumes,  with 
the  value  of  shares  traded 
down  to  333m  pesos  from 
740m  pesos  on  Monday  and 
the  composite  index  up  827 

to  191827. 

Attention  concentrated  on 
telecom  stocks.  Dominant 
provider  Philippine  Long 
Distance  Telephone  gained  5 
pesos  to  895  pesos. 

Battered  cellular  phone 
provider  Phflipino  Telephone 
added  0.04  pesos  to  2.06 
pesos.  The  debt-ridden  com- 
pany is  to  subnut  a plan  by 
February  19  outlining  the 
way  it  Intends  to  restructure 
its  39.4bn  pesos  debt 

JAKARTA  made  a modest 
advance  as  investors  kept  to 
the  sidelines  while  most 
Aslan  markets  were  closed 
for  the  lunar  new  year 
holiday. 

Positions  concentrated  on 
blue  chips,  with  traders 
expecting  bargain-picking  to 
step  up  today. 

The  composite  index  was 
up  1.92  to  39824.  Heavy- 
weight Telkom  moved  Rp25 
to  Rp2,900.  while  Indosat 
gained  RplOO  to  Rpll.700  and 
Indah  Kiat  rose  Rp50  to 
Rp2250. 
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